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Coonsznvarion at the point of the bayonet has won at 
least a temporary victory in Oklahoma and East Texas. When 
Governor “Alfalfa Bill” Murray of the former 
Conservation State issued his proclamation suspending 
by Bayonet production he announced that the lid would 
remain on until the price of crude reached $1 
per barrel. Governor Sterling of Texas, lacking the breadth 
of authority enjoyed by the executive of his neighboring state, 
justified his action in calling upon the State guard and the 
famous Texas Rangers to close down East Texas wells on the 
ground that public order was threatened in the district. 

Use of the military, involving as it does serious interference 
with the personal liberties and activities of individuals, is not a 
practice to be lightly advocated. It must be admitted, how- 
ever, that the method has been successful, temporarily at 
least, in raising the price of crude oil and gasoline in the ter- 
ritory affected. Shutting down the heavy flow of East Texas 
oil, following the suspension of activity in the Oklahoma field 
and in two Kansas pools, forced the refineries depending upon 
these fields for their raw supplies to draw upon stored crude, 
stocks of which have been materially reduced. On August 24 
the price of $1 per barrel was posted by two companies in the 
Oklahoma field and this example has been followed by others. 

Should the law recently enacted by the Texas legislature 
conferring authority upon a State commission to limit produc- 
tion and prorate the output of individual wells prove workable, 
it is possible that the recent dramatic episode may prove to be 
the turning point for prices and production and the action of 
the two Governers may have a constructive influence notwith- 
standing the questionable means employed. 
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How to counteract the operations of habitual price 
cutters has become a burning question in the gasoline trade 
of many sections of the United States. The 
latest answer to be proposed is the sale 
by legitimate marketing organizations of a 
third grade or “fighting grade” of gasoline 
which is offered to the public at the same rate as that main- 
tained by the price cutters without interfering with the 
quality or selling price of standard brands. The third pump 


“Fighting 
Gas” 
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has spread rapidly among the larger oil companies and has 
become a factor of unquestioned importance in current 
marketing. 

Upholders of the third pump plan insist that it offers the 
only practical means of meeting the price cutter on his own 
ground since it cuts down his gallonage and renders it difficult 
to maintain the high volume on which his hope of profit must 
depend. Critics assert that it aggravates the evils of over- 
production, tends to destroy the effect of long continued efforts 
to establish brands representing high quality and adds to mar- 
ket demoralization at a time when the great need is to promote 
stability. Whatever the merits of these arguments the fact 
remains that for the present the third grade is an exceeding- 
ly live issue and a marketing factor of growing importance. 
Its effects are being carefully watched by oil company execu- 
tives and the members of their sales organizations. 
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I, the series of articles dealing with the organization and 
operation of great international oil companies WORLD 
PETROLEUM presents this month a study of 

Progressive The Texas Corporation, which in the relative- 

Corporation ly brief period of thirty years has risen from 

the position of a small local company engaged 
in the storage and piping of Texas oil to a great integrated 
organization producing, refining, transporting and marketing 
petroleum and its products in every state of the American 
Union and in 51 countries in all quarters of the globe. 

The life story of a corporation such as this teems with the 
romance of industry and with high adventure in the realms 
of commerce as much as does the biography of any self made 
business man. There is something typically American in the 
story of The Texas Corporation, in the vision and daring with 
which the men who formed it embarked upon a policy of ex- 
pansion undeterred by slender capital resources, extended their 
operations to countries in which not even the name of the com- 
pany was known and entered the lists in competition with 
organizations far better equipped with all the visible armor 
of commercial strength. In studying the record of its early 
days one unescapable impression is that the best weapon of 
the men who directed The Texas Corporation was the strong 
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confidence of youth which counts not the odds, but asks only 
an open field and a fair fight. 

To appreciate the difficulties which the company had to over- 
come it is necessary to recall the low repute in which Texas 
crude was held in the early days. With its heavy base and 
low yield of gasoline it was looked upon as worthless for re- 
fining, and at a time when all standards in the American in- 
dustry were based upon the product of the Pennsylvania fields 
the output of the Gulf Coast wells had a hard road to travel 
to gain recognition in the trade. In a way this perhaps was 
fortunate for the development of The Texas Corporation, since 
it led to an intensive cultivation of world markets. 

At a time when the conflict is still on between the old idea 
of business as a struggle for the survival of the strongest, 
and the newer concept which seeks to promote stability and 
trade equality through industrial cooperation in the avoidance 
of destructive competition and the maintenance of fair prac- 
tices, it is noteworthy that the leaders of The Texas Corpora- 
tion always have marched under the banner of the more con- 
structive thought. They have consistently supported the oil 
conservation program in the United States, have accepted 
proration wherever it has been proposed in their producing 
territories and have upheld the Institute organized to estab- 
lish fair practices in the petroleum industry. And since the 
character of a great business organization, like that of an 
army, inevitably partakes something of the spirit of the man 
who leads it, a single personal incident may be in place here. 
In a discussion with the able chief executive of the company, 
Ralph C. Holmes, the writer asked him of what achievement 
of the company he felt most proud. The answer was simple 
and significant. “The one thing in the record of The Texas 
Corporation in which I feel the greatest pride,” said Mr. 
Holmes, “is that nobody in its employ ever has been asked or 
permitted to do an unfair act.” 


¥ 


0. other pages of this issue J. B. Aug. Kessler, well- 
known executive of the Royal Dutch-Shell group, expresses 
with great clarity of thought and with the 
World support of convincing facts and figures the 
Cooperation futility of attempting to achieve stabilization 
in the oil industry through the independent 
efforts of individual countries or producing districts. His 
article is a convincing argument for world understanding 
and world cooperation in solving the problems of oil produc- 
tion and distribution. Undoubtedly the perusal of his analysis 
of the existing situation will stimulate some serious thinking 
on the part of oil company executives; but his plea for leader- 
ship by oil men of the United States in bringing about a more 
satisfactory state of affairs is likely to remain unanswered 
until some change in the so-called anti-trust laws of the United 
States removes from the minds of business men the fear of 
prosecution if they engage in an effort to bring about inter- 
national, or even national, cooperation in the direction of an 
orderly regulation of industrial activities. 
v 


Hhexey L. DOHERTY, stormy petrel of America’s petroleum 
world, has again become the subject of widespread publicity. 
This time he has permitted himself to be 

A Doubtful drawn into a fight with the Kansas City Star, 
Adventure a powerful newspaper of the mid-western 
United States. We are accustomed to Mr. 

Doherty’s originality, vigor and temper and have long cher- 
ished an admiration for the vivacious way in which he has dis- 
played them. In this particular fight, however, we feel that 
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he is distinguishing himself more by his ardour than by sound 
judgment. 

When the Kansas City Star launched a campaign to lower 
the gas rates of Cities Service Company in that section and 
the state banking commissioner barred the sale of all but one 
class of Cities Service stock in the state of Kansas, Mr. 
Doherty acted with characteristic promptness and vigor. He 
launched a $12,000,000 libel suit, telegraphed the Postmaster 
General demanding that the Star be barred from the mails 
and asked the trustees of the estate formerly controlling the 
newspaper to remove the present management. As a means 
of bringing the Star to book and getting his case before the 
public Mr. Doherty has just bought a half interest in the rival 
Kansas City Journal-Post. 

All these steps were taken with Mr. Doherty’s characteristic 
openness, which certainly moderates their adverse affect on 
the public mind. The fact remains, however, that the ex- 
treme nature of his steps imperils the success of his cause. 

For some years Mr. Doherty has been in the habit of buying 
paid space in the newspapers to set forth boldly his original 
views—a course we consider sound, praiseworthy and effec- 
tive. We predict he will find his position as a newspaper 
proprietor highly vulnerable and that the editorial pronounce- 
ments of his own newspaper will be less effective than his old 
advertising broadsides. 

Professional politicians and healthy inpecunious young men 
with nothing at stake may perhaps be able to afford the price 
of violent controversy. Middle aged directors of far flung 
enterprises may well take the advice of the Editor and Pub- 
lisher, the newspaper man’s trade journal: “The greater 
the power the greater the need of broad, tolerant and just 
methods.” 
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“Ty a few years we shall probably see a preponderance 
of Diesel vehicles on the roads and in the air, which will mean 
a serious alteration in the value of refinery 
products,” says Dr. A. E. Dunstan, chief 
chemist of the Anglo-Persian Oil Company, 
who also expresses the view that a few years 
will see gasoline ousted from the premier position that it has 
held so long. Unquestionably the Diesel engine will quickly 
make vast strides in the air and on land with commercial 
vehicles and other industrial uses as it has on water, now 
that most of the engineering difficulties attendant upon high 
revolution and small cylinders have been overcome. Never- 
theless it is doubtful if this form of power soon will extend 
to private motorcars in any substantial volume. The annual 
fuel-bill saving would not justify the step, even if the engine 
construction cost could be brought down to the level of the 
gasoline power plant, apart from the fact that cleanliness of 
the lighter fuel is a consideration with users. 

Transportation, marketing and taxes together form the 
greatest part of the retail price of any form of fuel for auto- 
mobiles, particularly with the common system of selling small 
quantities at the roadside pump. Immediately it became 
necesssary to distribute Diesel fuel in a similar manner its 
retail price would rise, and taxes would also be imposed, leav- 
ing little opportunity for benefit to the motorist. If oil 
burners replace coal in the majority of homes for heating, and 
the demand for gas oil becomes sufficiently widespread to 
enable deliveries to be made economically to individual car 
owners, this obstacle may be overcome. On the other hand, 
rapid adoption of Diesel engines may be expected for railroads, 
bus and truck services where bulk deliveries are possible and 
appreciable fuel economies are involved. 


Looking 
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Gasoline Tax Evasion a Growing Evilin U.S. 


Hack of uniformity in State laws 
regulating the sale of petroleum prod- 
ucts, combined with lax enforcement of 
these multiplying statutes, has intro- 
duced into gasoline marketing in the 
United States a new problem that is 


rapidly assuming threatening dimen- 
sions. This is the wholesale evasion of 


tax laws in various parts of the country. 
That the volume of “bootleg” gasoline 
has increased tremendously within the 
past year and a half is the judgment of 
those who have investigated the subject. 
One reason apparently is that the induce- 
ment to evade payment has also grown 
through advances in the rate 

of taxation made by many 

States. 

State legislatures 
ways of providing 
revenue have found the im- 
position of heavier taxes on 
gasoline an easy and effective 
means of achieving their 
object, and the majority of the 
States have revised their taxes 
upward within the past two 
years. Since the selling price 
of gasoline has been declining 
throughout this period con- 
sumers have not felt the ad- 
ditional charges as a serious 
burden. At the present time 
taxes ranging from two _ to 
seven cents per gallon are im- 
posed by different States with 
the average nearly four cents. 
In the greater part of the 
country State taxes now repre- 
sent from 40 to 90 percent of 
Group 3 tank car prices. 

When the avoidance of tax 
payments means a reduction of 
50 percent or more in the cost 
of gasoline to the retailer, it 
is obvious that the temptation 
to evasion becomes extremely 
strong in the case of dishonest and 
irresponsible dealers. Since the large 
distributing companies and those with 
reputations at stake will not attempt to 
avoid tax payments, nor permit dealers 
under their control to do so, the boot- 
legger acquires a tremendous sales ad- 
vantage from the nonpayment of taxes 
as he is enabled to undersell the honest 
dealer by three to four cents a gallon and 
still retain a full profit margin. Wher- 
ever the tax dodger sets up his stand the 
contagion of his example is likely to 
spread. Competitors who might prefer 


seeking 
additional 
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tax evasion 


States. 


have access to untaxed gas. 


to follow a law abiding course feel them- 
selves forced to adopt his methods in 
order to remain in business. The result 
is that in certain sections a large part 
of the total gallonage is handled by men 
who contrive in one way or another to 
beat the law. 

Investigations conducted by some of 
the larger oil companies strikingly re- 
veal the operation of this influence. 
They show that while tax evasion is re- 
latively rare in certain parts of the 
country, there are sore spots where it 
has become a very serious evil and where 
States are losing millions of dollars year- 


Win 18 States acting independently in 
taxing and regulating the sale of gasoline and 
with inadequate machinery for the enforce- 


ment of these varying laws a fertile field for 


has been found in 


triously by violators of the laws that tax avoid- 
ance and other illegal practices have become 
a erying evil in many states, depriving State 
treasuries of revenue due them and directly 


encouraging price cutting among dealers who 


situation in and about Chicago that a commit- 
tee of oil men has been formed to cooperate 
with State authorities in bringing the tax 
dodgers to book. The situation in regard to 
tax evasion and the means adopted to cope 
with it forms the subject of this and succeeding 
articles. 


ly in revenue while honest dealers are 
being driven out of business and law 
abiding companies are being subjected to 
the most ruinous form of unfair com- 
petition. The district of which Chicago 
is the centre, including northern Illinois 
and Indiana, a large part of Oklahoma 
and parts of Texas are mentioned among 
marketing areas in which tax law viola- 
tions have become notorious. 

The ways in which the tax dodgers 
operate are varied and ingenious. Al- 
though State laws universally require 
dealers to obtain licenses in order to do 


the United 


This field has been cultivated so indus- 


So serious is the 


business the machinery of law enforce- 
ment is everywhere inadequate. The 
number of inspectors is insufficient and 
they are subject to little supervision. As 
a consequence sellers often operate 
without a license in defiance of the law 
and such dealers have little compunction 
about handling bootleg gas. In some in- 
stances, irresponsible companies are 
formed, which follow the simple ex- 
pedient of withholding payment of the 
tax. When the State authorities attempt 
to force collection they find that opera- 
tors have disappeared and that there is 
nothing on which they can levy. In some 
States exemption from the tax 
is provided in certain 
as where gasoline is used for 
the operation of farm tractors. 
This another road _ to 
evasion through false claims 
of exemption. 

In some sections of the 
country the distribution of 
bootleg gasoline is a large and 
well organized business. Where 
proximity to State 
makes it easy to operate 
across these boundary lines a 
favorite plan is to move gaso- 
line by tank car or tank wagon 
from one State to another, ex- 
emption being claimed in the 


7ases, 


opens 


borders 


State where the gasoline is 
purchased and its sale not 
being reported in the State 


where it is purveyed to con- 
sumers. Shipments designated 
for points outside the State of 
origin sometimes are diverted 
after starting on their jour- 
ney, and ultimately reach con- 
sumers at more or less distant 


points without ever crossing 
State lines. 
Dishonest dealers who do 


not attempt to evade payment 
of the tax entirely find a means of re- 
ducing it by mixing kerosene and dis- 
tillates with highly volatile gas, thus 
providing themselves with a volume two 
or three times as great as that which 
they declare for tax purposes. In these 
cases a fraud is perpetrated upon con- 
sumers as well as upon the State. 

So widespread has the evil become that 
some of the largest oil companies in the 
country are making a careful study to 
determine how this menace to legitimate 
marketing operations can be met and 
eliminated. 











RALPH C. HOLMES, at the head of the 
highly efficient organization of The Texas Corpora- 
tion, typifies the characteristics and business ideals 
of the company to a noteworthy degree. Born in 
Sharon Center, Pennsylvania, in 1874 and educated 
at Olean, New York, Mr. Holmes grew up in a see- 
tion where the smell of oil was in the air and where 
the industry has its most significant historic back- 
ground. 

In 1895 he entered the employ of the Standard 
Oil Company of New York at Olean and laid the 
groundwork of his knowledge of refining there. 
Later he. went to the Solar Refining Company at 
Galatea, Ohio. When The Texas Company was 
organized in 1902 he joined it as manager of the 
refining department. The story of his business 
career is the story of Texaco’s rise to international 
greatness. Indeed, the remarkable efficiency of The 
Texas Company as a refiner is due in no small part 
to Mr. Holmes. In conjunction with his asso- 
ciates he developed the Holmes-Manley cracking 
process which greatly increased the recovery of gaso- 


line per unit of crude and the daily capacity of refin- 


Portrait study of the President of The Texas Corporation 


made for 


World 


Petroleum by 


ing units. Through this and o i y - 
Blank and_ Stoller 2 8 . ther improvement 


which he introduced his reputation as a refiner of 
outstanding ability was long since established. 

In another respect, however, Mr. Holmes’s record 
is unusual for it presents the spectacle of a man of high technical ability who has 
attained equal distinction as a business executive. A director of the company since 
1906 he became a vice president and chairman of the manufacturing and market- 
ing committee in 1913. In 1920 he was placed on the executive committee. Since 
1926 he has been the chief executive of The Texas Corporation, directing the des- 
tinies of its world wide organization in a period that has proved a particularly diffi- 
cult one for international oil companies. In addition to these heavy responsibilities 
he has found time to devote to public service on behalf of the industry. During the 
world war he was chairman of the sub-committee on refining of the National Petro- 
leum War Service and was a member of the Priorities Committee on Refinery Mate- 
rials. He has been a director of the American Petroleum Institute for several years, 


and has been a leader in the movement for American oil conservation. 
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The Texas Corporation—A Youthful Giant 


Originating in the Beaumont Oil Rush of 1901, 


a Local Company Formed to Store and Transport 


Texas Crude Has Grown to a Vast International 


Organization. 


Ix January, 1901, a human cyclone 
struck the sleepy little town of Beau- 
mont, Texas. It was as wild and un- 
manageable as any twister that ever tore 
across the southwestern plains and left 
as much wreckage in its wake. 
It was started by the news that 
Captain A. F. Lucas, who had 
been drilling for oil on Spindle- 
top, a small elevation in the 
prairie three miles southeast 
of the town, had struck a 
gusher, a marvellous well that 
flowed 50,000 bbl. a day. The 
well had broken out of control 
and for nine days its six-inch 
stream of oil was thrown 150 
feet in the air, collecting in a 
lake that was one of the sights 
for early arrivals. 

Publication of the Lucas 
well’s performance started a 
hegira of oil adventurers that 
converged on Beaumont from 
every part of the United States, 
not to mention Canada and 
Mexice. The writer well re- 
members the impression made 
upon him as a youngster by the 
hectic rush of oil seekers in 
the early months of 1901. Long 
trains of dusty Southern 
Pacific coaches pulling up to 
the Beaumont station were 
crowded with excited men 
whose one idea was to acquire 
oil claims with the least pos- 
sible delay. Across the dusty Main 
Street the curb was lined with lean 
framed farmers who had been trying 
with indifferent success to wrest a living 
by rice growing from the reluctant East 
Texas terrain. With characteristic 
avoidance of conversational effort they 
had scrawled on sheets of paper or card- 
board stuck in their hatbrims descrip- 
tions of their properties such as: “80 
acres, two miles southeast of Spindle- 
top.” 

Toward these prospective millionaires 
the newcomers dashed, pressing upon 
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By E. W. Mayo 


them fat rolls of bills in exchange 
for hastily scrawled options. Checks 
were worthless. Nothing went but cash. 
Negro drivers of broken down wagons 
and hacks did a thriving business con- 


Boounpiess enthusiasm was character- 
istic of the men who took part in the Texas 
Still 


it is improbable that any member of the small 


oil rush at the beginning of the century. 


years this little corporation would have be- oil. 
come one of the leading factors in the inter- 
national oil industry, manufacturing yearly 
more than 50,000,000 bbl. of crude into a 
great variety of finished products and distrib- 
uting these through a vast transport and mar- 
keting organization extending to every part 
of the globe. 

This 
descriptive of the business structure, equip- 
ment, and operating methods of great inter- 


national petroleum companies. 


veying sightseers out to the big well ut 
five dollars a head. Along the strip of 
walk leading from the street to the porch 
of the local hotel hurriedly constructed 
booths enclosed the headquarters of oil 
companies organized with equal haste. 
Long queues of men stood before the 
post office and other lines waited in front 
of the one restaurant before which stood 
a husky guard armed with a club to pre- 
vent invasion of the premises by too 
eager customers. Those who could not 
locate a cot in the town commuted to 
Houston where it was possible to find a 


is the third of a series of articles 


bed to sleep in and an occasional bath. 
Dust, heat, sweat and the feverish ex- 
citement inseparable from an oil rush— 
that was Beaumont in 1901. Spindle- 
top was hidden by derricks and the 
prairie for miles around was dotted with 
drilling rigs. Most of the wildeatters 
never struck oil; many cf the oil compa- 
nies never got beyond the paper stage; 
for years the courts struggled to sift de- 
fective land titles. Out of it all emerged 
a new and important oil territory, a 
number of substantial producing con- 
cerns and one company destined to take 
its place among the great international 
petroleum producing, refining 
and marketing organizations 
of the world. This last is The 
Texas Corporation and_ the 
story of its emergence is so 
unusual that it deserves a 
separate chapter. 


Texaco’s Beginnings 


group who organized The Texas Fuel Com- 
pany in 1902 with a capital of $50,000 


dreamed that in the space of less than 30 


Tue men who joined the 
Texas oil rush were intent only 
on locating claims and finding 
Beyond that their con- 

cern did not extend. Those 
who succeeded in getting down 
to the relatively shallow sands 
tapped at that time and in 
bringing oil to the surface en- 
countered a difficulty new in 
their experience. They had 
the oil, but there was no mar- 
ket for it. This was a kind of 
oil very different from the out- 
put of the earlier Pennsylvania 
and California fields—a heavy 
base product yielding a low per- 
centage of kerosene which was 
the only part having a mar- 
ket value. To the excited wild- 
catters oil was oil, but this was 
oil that nobody seemed to want. 
Into this scene stepped a man who 
viewed the situation from an angle dif-- 
ferent from that of the ordinary oil 
seeker. That man was J. S. Cullinan, a 
shrewd and level-headed Pennsylvanian, 
one of the owners of the Petroleum Iron 
Works, who had gone down to Corsicana, 
Texas, when the first reports of oil came 
from that district three or four years 
before the breaking of the Beaumont 
boom. Being close at hand, Cullinan de- 
cided to step over to Beaumont to see 
what was doing in the new field and with 
an eye to picking up some crders for 
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The first general offices of The 


Texas Company, Beaumont, Texas 


tanks from the producers in the Spindle- 
top district. He found no demand for 
storage tanks because there was no sale 
for the oil that would fill them. 

Instead of accepting this situation as 
a defeat, as the ordinary man would have 
done, Mr. Cullinan looked upon it as an 
opportunity. Wiring to some of his 
friends back East he raised $50,000, not 
for investment in doubtful claims, but to 
build storage tanks and to fill them with 
oil that could be bought at an astonish- 


ingly low price, something like three 
cents a barrel. Thereupon was organ- 
ized on March 28, 1901, the Texas Fuel 
Company, authorized capital $50,000, 
chartered to do a general oil and pipe 
line business in the State of Texas. The 
company was an inconspicuous corporate 
figure even locally, but presently it un- 
derwent a slight expansion through a 
meeting between Mr. Cullinan and two 
Texans, J. S. Hogg and J. W. Swayne, 
who had taken an active part in the local 
oil development. The Hogg-Swayne syn- 
dicate held a number of claims and 
among its other possessions had acquired 
a site for a terminal at Port Arthur in 
southeastern Texas, including storage 
facilities, a partially completed pipe line 
and rights of way. Messrs. Hogg and 
Swayne were impressed by the possibili- 
ties envisioned in joining their own en- 


Gucher at Spindletop. Texas Gulf 
coast, on the company’s property, 
about 1°01 
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terprise to that of Mr. Cullinan and his 
associates. After some dickering their 
holdings were conveyed to The Texas 
Fuel Company in exchange for half its 
stock. 

The company now owned part of a pipe 
line system projected to extend from 
Beaumont to Port Arthur, about forty 
acres of land and a 37,500 bbl. tank at 
the latter point, and two storage tanks 
of like size about a mile and a half from 
Spindletop which were later known as 
Beaumont Station and Garrison Station. 
In addition it held the right of way for 
the remainder of the pipe line route and 
it took over obligations for the purchase 
of additonal equipment and a contract 
for the construction of a six-inch pipe 
line from Garrison Station to Port 
Arthur. This contract had been let to 
Jack Ennis, a well-remembered figure in 
the early development of the Gulf Coast 
oilfields. 

At the beginning of 1902 the produc- 
tion of oil in the Spindletop district was 
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running far ahead of available storage 
facilities, but the stockholders of the 
Texas Fuel Company went boldly for- 
ward in an effort to cope with the situa- 
tion. The company purchased more land 
for its Garrison pumping station, au- 
thorized the erection of tankage suffi- 
cient to bring its storage facilities up to 
787,500 bbls., pushed its pipe line toward 
completion and entered into negotiations 
for the erection of a loading dock on the 
Port Arthur Ship Canal. At the same 
time it established a valuable source of 
future profits by entering into contracts 
for the purchase of Spindletop crude 
with a number of producers. These con- 
tracts covered periods of one to three 
years, and in numerous instances the life 
of the well, at an average price of three 
cents a barrel. All these activities called 


for more capital and on March 21, 1902, 
an agreement was drawn for chartering 
The Texas Company with a capital of 
$3,000,000 to take over all properties and 
obligations of the Texas Fuel Company. 
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Even with this expansion it is doubt- 
ful whether the Texas Fue] Company or 
its successor, The Texas Company, would 
ever have cut a large figure in petroleum 
history except for the discovery of oil in 
the Sour Lake district. Sour Lake was 
an anemic health resort about 20 miles 
northwest of Beaumont. Its waters 
were reputed to be efficacious in the 
treatment of rheumatism and kindred 
ills, but the number of candidates for 
treatment was not large and the cure 
was not altogether prosperous. A large 
tract of Sour Lake land was owned by 
the Sour Lake Spring Company and an 
option on this land was held by an Irish- 
man named Roche. 

J. S. Cullinan had had his eye on the 
Sour Lake section. He believed that it 
would produce oil superior in quantity 
and quality to the output of the Spindle- 


Famous “shoe-string” area north 
of the company’s fee property, 


Sour Lake field, Texas 
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top district and he urged upon his asso- 
ciates the importance of acquiring con- 
trol of as much as possible of the land. 
toche wanted to be well paid for his op- 
tion and the owners of the land felt that 
if their health resort was to be turned 
into an oil camp its loss of character 
could only be 
financial 


substantial 
After some stormy 
dickering The Texas Company undertook 
to drill three test 
$1,000,000 for the 
brought in. 


relieved by 
rewards. 


wells and to pay 


option if oil was 








Holmes-Manley cracking units 
form part of the foundation of 
Texaco’s reputation. 


At that time, it is safe to say, nobody 
connected with The Texas Company had 
ever seen a million dollars or had pos- 
sessed even a considerable fraction of 
that amount. The task of raising such a 
sum for an unknown Texas corporation 
in an unproved field might well have 
seemed a hopeless undertaking. Never- 
theless J. S. Cullinan was determined to 
be in a position to control the Sour Lake 
production if it panned out as he antici- 


A great petroleum refinery in Texas. 








pated. He set about his financing opera- 
tions in a characteristic way. 

Over at Port Arthur where the com- 
pany had started to develop what was 
presently to become one of the great oil 
terminals of the world lived a man who 
was widely known in Texas, though not 
conncted with its oil industry. It is per- 
haps not correct to say that he lived at 
Port Arthur for his business headquar- 
ters were in Chicago and he had reached 
a state of sufficient affluence so that much 
of his time was spent in Wall Street and 
Europe and Florida. But at any rate he 
maintained a winter home, a sort of 


‘intervals. 


glorified shooting lodge, in Port Arthur 
and occupied it at more or less irregular 
His name was John W. Gates. 

Gates had laid the foundation of his 
fortune selling barbed wire to Texas 
ranch owners. Texas had been good to 
him and he had an exceedingly warm 
spot in his heart for the state and its 
citizens. Besides, he was deeply incer- 
ested in the progress of Port Arthur, 
which had been named for Arthur Stil- 
well, a somewhat spectacular figure in 
the railroad history of the United States. 
Stilwell, with money provided largely by 
Dutch investors, had built the Kansas 
City Southern’ Railroad, extending 
practically in a_ straight line from 
Kansas City to the Gulf. As a mathe- 
matical result of following the straight 
line principle he had selected Port Ar- 
thur as the salt water terminal for his 
railroad and for similar geographical 
reasons it had been nominated as the 
logical outlet for the oil to be handled by 
The Texas Company. Gates was inter- 
ested in the railroad and in the town. 
The latter was strikingly devoid of rev- 
enue producing freight. Why should not 
Mr. Gates take an interest in a company 
that would bring an important volume of 
business to the port? This at least ap- 
pears to have been the reasoning of Mr. 
Cullinan. 

When The Texas Company’s need for 
a million dollars arose Mr. Gates was so- 
journing in Florida. To Florida Mr. 
Cullinan, therefore, betook himself. 
Upon his arrival he learned that John W. 
with his son Charles and a friend were 
engaged in the, to them, new and inter- 
esting game of golf. He followed 


























promptly to the golf links and, between 
strokes, explained to Mr. Gates the glow- 
ing possibilities bound up in the future 
of The Texas Company, provided merely 
that it had a million dollars which it did 
not then possess. While Mr. Gates was 
preparing for a drive from one of the 
tees, Mr. Cullinan expressed the modest 
hope that he would provide ways of get- 
ting the money. 

There was industrial history trembling 
in the balance. Mr. Gates took a lusty 
swing at the ball and then, looking up, 
said briefly, “I’ll get it for you.” And he 
did. 

That little incident on the Florida golf 
course really marked the turning point 
toward future greatness on the part of 
The Texas Company. While Mr. Gates 
was engaged in assembling the million 
dollars needed for the fruition of The 
Texas Company’s plans the work of drill- 
ing the test wells at Sour Lake went for- 
ward. The first well put down, near the 
old hotel of the erstwhile health resort, 
showed oil. So did the second drilling in 
what was later known as the Shoestring 
district. Meanwhile the prospectors 
were trying to get a reduction in the 
option price but, while discussion of this 
subject was going on, Well No. 3 broke 
loose as a gusher. All hope of a com- 
promise on the price vanished, but it did 
not matter then for the claim was cheap 
at a million dollars. The problem of ob- 
taining additional capital was simple. 
The organization of The Texas Company 
was confirmed by a state charter issued 
April 7, 1992. Of the $3,000,000 capital 
$1,650,000 was then issued. Within a 
year the remaining $1,350,000 had been 


taken and the company boasted 119 
stockholders, a group that at the present 
time has grown to a number over 75,000 
no one of whom controls more than three 
percent of the company’s stock. From 
its very beginning The Texas Company 
has strikingly maintained its character 
as a great, independent corporation free 
from group control or entangling alli- 
ances. 

The first president of the company was 
J. S. Cullinan, who had been the animat- 
ing spirit in its formation and in setting 
it on the way to future greatness and 
financial success. Other officers were 





On the Pacific coast the company 
has a refinery,—Los Angeles plant 
of The (Cal.) 


Texas Company 


Arnold Schlaet, first vice president; Rod 
Oliver, second vice president; Fred W. 
Freeman, secretary; A. C. Miglietta, as- 
sistant secretary; E. J. Marshall, treas- 
urer; T. J. Donoghue, assistant treas- 


urer. The original directors were L. H. 
Lapham, New York; Arnold Schlaet, 
New York; John W. Gates, Chicago; 


J. C. Hutchins, Chicago; J. S. Cullinan, 
Corsicana, Texas; Rod Oliver, Dallas; 
R. E. Brooks, W. T. Campbell and E. J. 


Port Arthur plant of The Texas Corporation 














Marshall, Beaumont, Texas. Others 
identified with the early progress of the 
company were James L. Autry, Amos L. 
Beaty, C. P. Dodge, R. C. Holmes, L. R. 
Holmes, 'B. E. Hull, Robert A. John, E. 
C. Lufkin, F. T. Manley, Ira McFarland, 
M Moran, T. Rieber, W. B. Sharp, W. A, 
Thompson, Jr., and C. E. Woodbridge. 
Of these Mr. Holmes is now the presi- 
dent of the company while Mr. Donoghue 
and Mr. Rieber are vice presidents. Mr. 
Woodbridge is treasurer and Mr. McFar- 
land is comptroller. Many others con- 
nected with The Texas Company in its 


Refinery control house 
in a Texaco plant 
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Typical Diesel pumping station of 
The Texas Pipe Line Company 
showing geared pumps 


early days are still associated with it in 
important capacities. There has been a 
continuity of management and of prin- 
ciples in the history of the company that 
is more frequently found among Euro- 
pean than American corporations. 

A number of the men who have been 
connected with the company as directors 
and stockholders became interested in it 
through the efforts of John W. Gates m 
raising the million dollars that he prom- 
ised Mr. Cullinan during their interview 
on the Florida golf links. How much of 
a task Mr. Gates found this to be he ap- 
parently never related, but it is known 
that some of the men who were invited 
to take shares in the company declined 
the offer to their subsequent regret. A 
business man who was an assistant to a 
prominent New York capitalist when The 
Texas Company was being organized re- 
lated to the writer that his employer re- 
ceived a note from one of his friends 
urging him to purchase a block of Texas 
Company _ shares. Being somewhat 
doubtful as to the prospects of the com- 
pany he called up H. H. Rogers at 26 
Broadway and asked his advice. Mr. 
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Rogers’ opinion was emphatic and vigor- 
ously expressed. He held that The Texas 
Company did not then amount to any- 
thing in the oil business and never would. 
That even the mighty are liable to error 
is shown by the fact that since its or- 
ganization The Texas Company never 
has missed a dividend. From 1902 to 
1930 the company paid to stockholders 
over $275,000,000 in cash dividends and 
over $38,000,000 in stock dividends. 
Since its initial offering its financing has 
been done mainly by offerings of sub- 
scription rights to stockholders. 

With the advent of the Sour Lake dis- 
trict as a producing territory, in addi- 
tion to its contracts with wells in the 
Spindletop section, The Texas Company 
was well supplied with crude. Its urgent 
need was facilities for moving the oil to 
a seaboard shipping point, treating it 
and finding purchasers for the market- 
able product. At the meeting of direc- 
tors following the first annual meeting 
of the company on November 22, 1902, 
appropriations were made for the con- 
struction of additional storage, for the 
purchase of a bulk oil barge and for the 
start of a refinery at Port Arthur. At 
that time very little demand for gasoline 
existed. Kerosene was the one impor- 
tant product and the yield of kerosene 
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from Texas crude was so low that the oil 
was not sought by refiners. The opinion 
prevailed that the only new use for which 
the output of the Texas wells could be 
employed to advantage was as fuel and 
in a state so largely agricultural as 
Texas there was little field for the use of 
oil fuel. It is noteworthy that the first 
market developed by The Texas Com- 
pany was among the sugar houses of the 
neighboring state of Louisiana. Coal 
was relatively expensive in Louisiana 
and plantation owners who required a 
lot of power to operate their sugar fac- 
tories were glad to get the cheap, efficient 
and convenient fuel that had become 
available so close at hand. Sugar mak- 
ing in Louisiana was a seasonal occupa- 
tion, however, and all the oil the sugar 
mills could consume was only a tithe of 
the quantity that Texas had to offer. It 
was necessary to look further afield to 
find customers. 

When The Texas Company was organ- 
ized it was arranged that Mr. Cullinan 
was to direct its field activities while 
Arnold Schlaet of New York, who be- 
came first vice president, was to look 
after the marketing of the company’s 
output. The one concern equipped for 
refining and handling oil on a large scale 
was located at 26 Broadway and it is said 


SEPTEMBER 


Manufacturing Texaco signs in the 

Orient where the company’s trade 

mark is a familiar sight to consum- 
ers of petroleum products 


that Mr. Schlaet first offered his wares 
at the headquarters of Standard Oil. He 
received a polite hearing, but no orders. 
It was told later that the subject was 
discussed at length around the table in 
that historic building where almost 
everything pertaining to the petroleum 
industry passed in review at one time or 
another. According to this story the 
preponderant opinion among those who 
then directed the destinies of the Stand- 
ard organization was that it would be 
better to let the infant Texas industry 
languish on its own shores rather than 
to encourage the building up of a busi- 
ness that might become a formidable 
competitor. 

In another quarter Mr. Schlaet met 
with better success for he was able to 
close a contract with the British Petro- 
leum Company for the sale of 1,000,000 
bbls. a year over a period of three years 
at a price which brought his company 
$3,000,000. That was an important con- 
tract and it held a special significance in 
that it marked the first step of The 
Texas Company in international trade, a 





branch of its business which was to ex- 
pand until it encircled the globe. 

3efore The Texas Company was a year 
old it had outgrown its first quarters in 
the little frame and sheet iron building 
on Main Street, Beaumont, and moved to 
new offices in the old “Temperance 
Building.” An important factor in the 
affairs of the company, and one that con- 


Winter in the Moffat 
field of Colorado 











tributed much to the comfort and enjoy- 
ment of its official staff in the days when 
living conditions in Beaumont were far 
from luxurious, was the Texas Club. It 
occupied a comfortable frame house on 
Calder Avenue which served as living 
quarters for the officers of the company 
and as a meeting place for many oil men 
in Beaumont. Its hospitable board was 
a daily forum for the discussion of 
everything that concerned the oil busi- 
ness in general and the progress and 
prospects of the Texas oil industry in 
particular. 


Progress in the Early Days 


Tue first important move toward ex- 
pansion taken by the Texas Fuel Com- 


the present great Port Arthur refining 
plant of The Texas Company, which cov- 
ers nearly 5,000 acres and has a crude 


cil charging capacity of 60,000 bbls. 
daily. 
The first refinery manager of The 


Texas Company was a young man named 
R. C. Holmes, who had come down to 
Texas from Olean, New York. The oil 
world was to hear much more of Mr. 
Holmes in following years, not only as 
a refining expert, but as a great leader 
and corporation executive. Even at that 
time he had acquired a reputation in the 
specialized field of refining and had de- 
veloped a number of original ideas which 
he proceeded to embody in the company’s 
plant. We shall come back to that 








Attractive service stations of modern design 
aid Texaco’s marketing in Rio de Janeiro 


pany, even before its transformation 
into The Texas Company, was in the di- 
rection of acquiring a pipe line system 
and a tidewater terminal, as already re- 
lated. The second, taken very promptly 
after the change of name was adopted, 
was the erection of a refinery. In 1902 
two asphalt stills were completed and late 
in 1904 four 1,000 bbl. stills were put 
into operation on the site which the com- 
pany had acquired. The output of the 
plant was about 1,000 bbl. daily and it 
was connected by a pipe line to a loading 
wharf located on deep water some three 
miles distant. This was the nucleus of 
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part of the story a little further on. 

With a refinery and a shipping station 
it was essential to provide the company 
with a marine department. In the be- 
ginning this consisted of a single barge 
130 ft. long with a crew of two besides 
a man on shore to help handle loading and 
discharging operations. Later on the 
company became the owner of a general 
utility boat rejoicing in the name of The 
Texas Girl. This was a combination 
business and pleasure craft, the vehicle 
of occasional picnic excursions and it is 
still in service, the veteran of a fleet of 
152 marine units. 





In 1905 a new producing field was de- 
veloped at Humble and The Texas Com- 
pany promptly extended a pipe line to tap 
it. In the following year work was be- 
gun on the line that was to become the 
main artery of the company’s pipe line 
system, an eight-inch link extending from 
Tulsa, Oklahoma to Port Arthur, a dis- 
tance of 600 miles. A jointly owned line 
has since been carried northeast to the 
company’s refinery at Lockport, Illinois. 
Extension of its lines to Oklahoma was 
made necessary to supply the constantly 
growing demands of the company’s re- 
fineries. The original plant at Port 
Arthur was steadily enlarged in capacity 
and in 1906 the Port Neches refinery was 
acquired. Meanwhile an active market- 
ing organization was rapidly extending 
the territory in which Texaco products 
were sold. The first big export sale made 
by The Texas Company was a cargo ship- 
ment of kerosene and solar oil to England 
and the export field has been assiduously 
cultivated by the company from the be- 
ginning. The first foreign terminal was 
established at Antwerp in 1905 and in the 
years immediately following sales offices 
were opened in many of the principal Eu- 
ropean and South American countries. 
Operations were thence extended to other 
parts of the world. Today Texas Com- 
pany products are distributed by a group 
of subsidiaries covering each of the five 
great continents and the islands of the 
far seas. 

In the domestic field progress has been 
equally well maintained. In the first two 
years of the company’s operation only 
fuel oils were sold. The first barge ship- 
ment from the Port Arthur terminal was 
made October 1, 1902 and was destined 
for the sugar growers of Louisiana. The 
Amesville, Louisiana, terminal was the 
first to be added to Port Arthur. It was 
established in 1902 with the primary ob- 
ject of distributing fuel oil to sugar plan- 
tations along the Mississippi. In 1904 
asphalt was added to the company’s prod- 
ucts as were lubricating oils, gasoline, 
kerosene, and various distillates. Gaso- 
line sales, which were about 20,000 bbl. 
in 1906 had increased to 7,000,000 bbl. in 
1920 and to over 30,000,000 bbl. in 1929. 

In 1905 the company built its first bulk 
distributing stations at Eagle Pass, Lare- 
do and San Antonio, Texas, for the han- 
dling of kerosene, naptha, gasoline, lub- 
ricating oils, and greases. With the 
great increase in the use of automobiles 
which began about that time the exten- 
sion of these stations to other states went 
forward rapidly. The Delaware River 
terminal at Marcus Hook, Pennsylvania, 
received its first cargo of fuel oil in 1906. 


WORLD PETROLEUM 




















In the same year the terminals at Balti- 
more, Philadephia and Providence, Rhode 
Island, were completed. From 1907 to 
1909 terminals were erected at Mobile, 
Alabama, Bayonne, New Jersey and Port- 
land, Maine, giving the company distribu- 
tion facilities along the entire Gulf and 
Atlantic Seaboards. Additional refiner- 
ies were located at Dallas, Texas, Tulsa, 
Oklahoma and Lockport, Illinois. With 
the steady growth of the company’s busi- 
ness distributing and marketing facili- 
ties were extended until distribution now 
covers every state in the Union. 

In the early days horse drawn tank 
wagons were used in the cities for dis- 
tribution of gasoline and kerosene to re- 
tail distributors and farm wagons loaded 
with 30 to 36 ten-gallon cans of kerosene 
were sent to outlying districts to supply 
the country store trade. The use of mo- 
tor tank trucks was begun about 1911 and 
they gradually replaced the earlier horse 
drawn equipment. 

For domestic distribution the company 
has developed a large tank car fleet. Its 
beginning dates back to 1902 when four 
tank cars were purchased. The follow- 
ing year three more were added. Today 
the distribution of Texaco products re- 
quires the use of 7,600 cars, enough to 
form a solid train more than 50 miles in 
length. 

By 1910, though it had been in busi- 
ness less than ten years, The Texas Com- 
pany had definitely emerged from its 
earlier position as a local organization 
and was operating on a national and in- 
ternational scale. Its crude production 
had reached 7,192,552 bbl.; it had built 
1,276 miles of trunk, branch and gather- 
ing pipe lines in Texas, Oklahoma and 
Louisiana; it was operating refineries at 
Port Arthur, Port Neches, and Dallas, 
Texas and Tulsa, Okla.; its products 
were distributed through 231 bulk 
stations in 21. states and through 
branches in 11 foreign countries. The 
modest company organized to handle the 
unmarketable overflow of the Spindletop 
wells was in the way of becoming an in- 
dustrial giant. 


An Efficient Refiner 


Wuite The Texas Company from 
the beginning of its ambitious career has 
developed as a fully integrated organiza- 
tion, producing, refining, transporting 
and selling crude oil and its products, its 
conspicuous successes have been won in 
the two fields of refining and marketing. 
As a refiner the company early reached 
a position of leadership which ever since 
has been maintained. The record of its 
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refining growth is shown by figures, rep- 
resenting crudes run at successive pe- 
riods in its history. 


Runs to Stills 


Year Crudes run 
bbl. 
ae ‘ 548.136 
1910.... 8,564,644 
1918.... 17,874,880 
1920.... 31,418,286 
1925.... 34.414.290 
1930 " 57 .434.845 


In the earlier years of The Texas Com- 
pany kerosene was the principal refinery 
product with gasoline holding a minor 
place but these positions were soon re- 
versed by the rapid spread of motor cars, 
particularly in the United States. Even 





of the Holmes-Manley cracking process. 

This process was developed commer- 
cially by R. C. Holmes and F. T. Manley. 
The latter was for many years assistant 
manager and later manager of the re- 
fining department and is now vice presi- 
dent in charge of all refining operations. 

In the operation of the Holmes-Manley 
process, a gas oil is preferably used as 
charge stock for the apparatus, although 
other heavy fractions of crude oil can be 
used satisfactorily. This gas oil charge 
stock first passes through heat exchang- 
ers in which it serves to help cool the 
products made in the process and in addi- 
tion takes up heat which otherwise would 
be wasted. It is then pumped, together 
with recycled oils, whose origin is traced, 


Bulk distributing station in Hong Kong, one of 
the outposts of Texaco’s world wide activities 


in these early days the Port Arthur re- 
finery established a high reputation for 
efficiency, partly by reason of its excell- 
ent equipment but largely because it was 
manned by an exceedingly able and well- 
trained staff under the direction of R. C. 
Holmes who was manager of the refining 
department from tH® beginning of The 
Texas Company until 1923. As the de- 
mand for gasoline increased and the ele- 
mental method of simple distillation gave 
place to improved methods of recovery 
the position of leadership enjoyed by The 
Texas Company’s refineries was increased 


by the development and the adoption 


through the tubes of a DeFlorez Upshot 
Heater, which is a cylindrical vertical 
furnace fired with gas burners at the bot- 
tom. Around the inside circumference of 
the cylinder vertical tubes are arranged 
for the passage of the oil. Heated to 900 
deg. to 925 deg. F., and at a pressure of 
400 Ibs., the oil, which probably is really 
a very dense vapor, passes to well insu- 
lated vertical reaction chambers. There 
are two, some times more, of these ves- 
sels suitably interconnected. These ves- 
sels are made by a special process of 
electrically welding plates of boiler steel 


3 inches or more in thickness. A single 
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vessel may be 5 to 7 feet in diameter and 


over 40 feet long. These reaction cham- 
bers provide a space where the hot vapor 
can soak in its own heat and where, as 
the name implies, the reactions which 
occur at this temperature and pressure 
have time to take place. In these cham- 
bers, the material undergoing reaction 
separates into two parts. What may be 
called the first part is the vapor which 
leaves the top of the last recation cham- 
ber and is conducted to the bottom of the 
bubble tower. This tower is as strongly 
constructed as the stills, which it closely 
resembles, because the pressure in the 
Holmes-Manley cracking process is the 
same throughout the reacting and con- 
densing system. The bubble tower is 
fitted with plates and in accord with the 
principles of fractionation serves to sep- 
arate from the incoming vapor the par- 
tially converted charge stock which is re- 
turned to the heater as recycle. The 
tower allows the fractionated gasoline va- 
por to pass through it to the condensers. 
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Striking view of the Harvey 
lease, South Mountain field 


From the condensers the liquid gasoline 
flows through the control room, where the 
pressure is released, and out to storage. 

The second part of the separation in 
the reaction chambers is the liquid which 
is drawn from the bottom of these cham- 
bers as rapidly as formed. This liquid 
consists of a mixture of gasoline, par- 
tially converted charge stock and fuel oil. 
an interconnected expansion chamber and 
bubble tower. It is released into the ex- 
pansion part of the vessel at a reduced 
pressure somewhat above atmospheric. 
The fuel oil is dropped out, cooled and 
pumped to storage. The vapor contain- 
ing the partially converted charge stock 
and the gasoline goes into the bubble 
tower where the partially converted 
charge stock is separated and returned to 
the heater as recycle. The gasoline va- 
por passes to the condenser and through 
the control room to storage. It is simi- 





lar to the gasoline from the first bubble 
tower separation and is combined with it. 

One unit of this process will charge 
2,000 bbl. of virgin gas oil charging stock 
in a 24 hour day, and will produce 1,400 
bbl. of unfinished gasoline, a conversion 
of 70 percent. The unit remains in op- 
eration for long periods of time before 
the accumulation of coke in certain parts 
of the equipment makes cleaning neces- 
sary. The unfinished gasoline produced 
requires various additional treatments 
dependent upon the scource of the charge 
stock. 

The Texas Company operates 79 
Holmes-Manley units. Others operate 
under license 48 units, a total of 127 


units. The M. W. Kellogg Company, 
New York, arranges for licenses to 


prospective users. 

The Texas Company appreciated at an 
early date the future importance of the 
cracking art. It was consequently en- 
abled to obtain a strong patent position 
through well directed research work and 
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through purchase. Not only is it the 
originator of the Holmes-Manley crack- 
ing process, but it is also privileged to 
use the Cross process, another outstand- 
ing cracking process, which differs from 
the Holmes-Manley in that the vapor is 
not separated in the reaction chamber 
but the entire charge is expanded to- 
gether after the reaction is complete. 
Among the newer processes The Texas 
Company has the privilege of using the 
DeFlorez Vapor Phase process. This 
process is peculiarly adapted to the pro- 
duction of exceptionally high anti-knock 
gasoline. It operates upon the clean cir- 
culation principle, which means that only 
clean distilled oil is circulated through 
the heater, acting as a heat carrier to 
other stocks to be cracked. In this way, 
practically any class of stock can be 
heated to the necessary temperature for 
the production of high anti-knock gaso- 
line without undue expense for repairs. 
The commercial value of the Holmes- 
Manley cracking process is best indicated 
by the fact that it enabled The Texas 
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Company in 1930 to obtain an average of 
201% gallons of gasoline from every 42 
gallon bbl. of crude run. This recovery of 
49 percent compares with 25 percent 
before the introduction of cracking and 
with an average of 42 percent for the 
whole refining industry. While controlled 
by The Texas Company the process has 
been leased to many other refiners on a 
royalty basis. 

As The Texas Company extended its 
operations to producing fields outside the 
South Texas territory and as the scope 
of its marketing activities broadened, the 
company established refineries at strate- 
gic points. The list of its present re- 
fining plants is as follows: 


The Texas Company’s Refineries 
Refinery Date of Estab- 


lishment or 


Daily 

Crude 

Acquisition Capacity 
(bbl) 
60.000 


20.000 


Port Arthur, Texas Nov. 3, 1903 

Port Neches, Texas Sept. 1, 1906 

Texaco stations serve 48 states 
of the Union. 


Houston, Texas Nov. 28, 1928 20,006 
West Datlas, Texas Jan. 1. 1908 16,000 
San Antonio, Texas July 27, 1929 3,000 
El Paso, Texas July 30, 1929 1,500 
Amarillo, Texas Nov. 1, 1928 3,000 
West tulsa, Okla. Sept. 1, 1910 14,000 
Lockport. Hlinois Dec. 31, 1911 20,000 
Pryse. Kentucky Sept. 1, 1926 2,000 
Craig, Colorado Oct. 13, 1926 1,000 
Casper, Wyoming Feb. 6, 1923 7.000 
Cody, Wyoming May 22, 1929 3.000 
Sunburst, Mont. Mar. 2, 1928 4,500 
Los Angeles, Calif. Mar. 2, 1928 30,000 
Filmore, California Mar. 2, 1928 4.000 
rotal 209.000 
lopping Plants 
Shreveport, La. Nov. 8, 1920 6,508 
LaBarge, Wyoming Mar. 2, 1928 300 
Coalinga, Calif. Mar. 2, 1928 500 
Total 7,300 
Asphalt Plants 
Norfolk, Virginia May 7, 1916 1,500 
Marcus Hook, Pa. July 13, 1916 1,500 
Providence, R. I. Apr. 18, 1917 1,500 
rotal 4.500 
Total daily capacity 220.800 


While gasoline may be termed the maj- 
or product of manufacture The Texas 
Company produces altogether no less than 
400 separate products including illumi- 











nating, and burning oils, motor oils, lub- 
ricating oils of many varieties and vis- 
cosities, greases, waxes, gas and fuel oils, 
asphalts, roofing and petroleum coke. 

One of the specialized activities to 
which The Texas Company has given 
much attention is the production of as- 
phalts to which the Port Neches plant, 
located on the Neches River, about eight 
miles north of Port Arthur, is primarily 
devoted. This refinery was erected in 
1902 by the Central Asphalt and Refin- 
ing Company and was acquired by The 
Texas Company in 1906. It is the larg- 
est plant of its kind in the world, manu- 
facturing asphalt for road surfacing, 
roofing, insulation, waterproofing mate- 
rials and various grades of road oils. 
From 300 to 400 men are employed in the 
plant which consumes, besides oil, more 
than 75 tons of paper felt, 100 tons of 
tale and 300 tons of slate each month. A 
barrel factory which forms part of the 
Port Neches plant turns out 1,000 bar- 
rels daily for the shipment of soft as- 
phalt while a drum factory produces 1,- 
500 iron drums per day as containers for 
hard asphalt. 

Auxiliary to refinery operations is the 
manufacture of containers for the ship- 
ment of the company’s products. Two 
case and package plants are maintained, 
one at Port Arthur and the other at Wil: 
mington, California. At Port Arthur 
this branch of The Texas Company’s ac- 
tivities constitutes an important business 
in itself. It includes a shook mill, box 
factory, two can factories, a casing plant 
and warehouses. Its daily consumption 
of materials includes over 50 tons of tin 
plate and 115,000 feet of lumber. 

From the beginning of its marketing 
activities The Texas Company has de- 
voted special attention to the provision 
of attractive and durable containers for 
its case goods and the kerosene cans 
marked with the red star are highly es- 
teemed in China and other remote coun- 
tries for their utilitarian value as well 
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as for their contents. Something over 
15,000,000 tin cans are turned out at the 
Port Arthur plant in the course of a year 
by automatic machines into which sheets 
of tin are fed at one end while complete 
cans emerge at the other. Boxes auto- 
matically cut and nailed are manurac- 
tured at the rate of 2,000 per hour. A 
filling and capping machine can handle 
2,000 five-gallon cans hourly while an- 
other machine places two five-gallon cans 
in a case which is delivered to a con- 
veyor that passes it under an automatic 
cover-nailing machine and then sends it 
along to the warehouse or to waiting 
ships. At the ship’s side the cases are 
delivered to a spiral conveyor which car- 
ries them into the hold. A continuous 
system of these automatic conveyors 
keeps the line of cases steadily moving 
from the filling machines to the steamers 
moored alongside the loading dock while 
a counting device checks the number of 
cases loaded. Forty thousand cases a dav 
can be handled at the Port Arthur docks. 


Production 


ALTHOUGH The Texas Company 
regularly refines somewhat more than 
the output of its own wells, purchasing 
from outside interests about 40 percent 
of its crude supplies, the company ranks 
fifth among the producing companies of 
the United States. It holds in fee or 
under lease more than 6,500,000 acres of 
land and operates over 6,800 wells. Its 
peak production of 50,675,363 bbl. was 
attained in 1929. In 1930 its output was 
cut down to 42,287,291 bbl. in further- 
ance of the conservation program of 
which the company has been an active 
and consistent supporter. 

Texas is still the company’s chief 
source of crude, contributing nearly 40 
percent of the total supply. Beginning 
as we have seen, with the Spindletop, 
Sour Lake and Humble fields The Texas 
Company has extended its operations to 
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other parts of the state as successive 
producing territories have been opened 
in Central Texas, West Texas and the 
Panhandle district and more recently in 
East Texas.. Its first excursion beyond 
the Texas border was its entry into Ok- 
lahoma which ranks third among the 
states as a source of its crude supply. It 
has participated also in the development 
of the Louisiana, Kansas and Arkansas 
fields. Further away from the scene of 
its first activities the company operates 
wells in Kentucky, New Mexico, Colo- 
rado, Wyoming and Montana. By its 
acquisition of the California Petroleum 
Corporation in 1928 it became an im- 
portant factor in Pacific Coast produc- 
tion with substantial holdings in the 
Santa Fe Springs, Signal Hill, Midway 
Sunset, and South Mountain fields. 

Outside the United States the only ter- 
ritory in which The Texas Company has 
developed production is in Mexico where 
its crude output in 1930 was 253,414 
bbl. Through subsidiaries it controls by 
ownership, lease or purchase options on 
1,000,000 acres in foreign countries 
mainly in Colombia and Venezuela. In 
addition California Petroleum Corpora- 
tion of Venezuela, in which Texas owns 
a half interest, holds 679,568 acres in 
Venezuela in concessions for exploration 
and development. 

The accompanying table shows the dis- 
tribution of the company’s wells and the 
volume of its crude production from each 
of its va-ious territories in 1930. 


The Texas Company’s Production 
No. of Production 








Territory Active Wells (bbl.) 
NS pity oxukeen esacene 2154 16,871,096 
I os co ad si ie en 375 2,715,172 
Re ccecesstetsee 216 1,246,499 
ais ob ho.e.5-osr aces 1801 5,301,041 
ib ihone xe wate’ 998 1,278,982 
emteehy. ... ccc cece 551 237,075 
New Mexico............ 20 1,336,137 
See 34 659,971 
NI nas Sh re dai nerd ace 95 773,093 
Gs hic n exo hemes 48 177,641 
ER 501 11,437,170 

LS eee 6793 42,033,877 
ER Perse 24 253,414 

WN c6s6sbeewievws 6817 42,287,291 

Transportation 


For the movement of 40,000,000 to 
50,000,000 bbl. of crude from points of 
production to refineries and the distrib- 
ution of other millions of barrels and 
cases of refinery products to their ulti- 
mate markets a tremendous transporta- 
tion system is required. In the first part 
of this movement pipe lines play a lead- 
ing part and The Texas Company’s sys- 
tem comprises more than 6,500 miles of 
line. The main stem of this system is the 




















trunk line extending from Tulsa on the 
north Port Arthur and Houston on the 
south with branches from Tulsa to the 
neighboring fields and from Port Arthur 
to Shreveport, Louisiana and southern 
Arkansas. In 1928 the North and North 
Central Texas line was extended to Gray 
County, Texas, a distance of 440 miles, 
providing an outlet for 15,000 bbl. daily 
from the Panhandle district and bring- 
ing 10,000 bbl. daily additional supply 
to the Port Arthur refinery. In 1929 
a line was pushed westward from Hous- 
ton to the West Texas field with an ex- 
tension into New Mexico. This line 
added 600 miles to the company’s pipe 
transportation facilities and has a daily 
capacity of 60,000 bbl. In 1929 also the 
Texas-Empire System of 12 inch line 
was run from Lima, Oklahoma, to Lock- 
port, Illinois and to East Chicago, In- 
diana, a distance of 733 miles. This 
line is owned and operated by The Tex- 
as-Empire Pipe Line Company the 
shares of which are held in equal parts 
by The Texas Corporation and the Empire 
Gas and Fuel Company, a subsidiary of 
Cities Service Company. This line has 
a daily capacity of 70,000 bbl. More 
recently the Company’s system has 
entered the East Texas field. By these 
operations, which represented a greater 
expansion than ever before had taken 
place in the company’s land transporta- 
tion facilities, its wells and refineries in 
the great Mid-continent field were linked 
together by a network of pipe lines and 
an increased outlet was afforded to the 
tremendous marl.et of which Chicago 
and its environs form the hub. In Cali- 
fornia the company owns lines connect- 
ing its producing territories with its re- 
fineries and shipping terminals. The 
total run of the company’s pipe lines in 
1930 was 51,322,045 bbl. 

In the distribution of products from 
its refineries The Texas Company em- 
ploys water transportation so far as pos- 
sible. In conformity with this plan it 
has established a series of 17 tidewater 
terminals that dot the coast of the 
United States at convenient intervals 
from Portland, Maine, to Seattle, Wash- 
ington. To serve these terminals, as 
well as its many foreign stations, the 
company maintains a fleet of 24 steam- 
ships and six motorships with a gross 
tonnage of 167,950 tons. The full ma- 
rine equipment of the company, includ- 
ing tugs, lighters and barges numbers 
152 units. In 1930 its fleet covered runs 
of 1,577,313 nautical miles and con- 
veyed cargo totaling 4,501,906 long tons. 

For distribution inland from its term- 
inals and refineries the company oper- 
ates 7,600 tank cars, owned and leased. 
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The distance covered by the company’s 
cars in 1930 was 93,595,263 miles. 


Marketing 


Tue primary purpose of the vast 
capital investment and the tremendous 
expenditure of money and effort in 
wresting oil from the depths of the 
earth, conveying it hundreds of miles 
in pipe lines, transforming it into com- 
mercially useful products and distribut- 
ing these to all quarters of the globe is, 
of course, to sell to consumers at a prof- 
it. The marketing system of an inter- 
national petroleum company is the blood 
stream that keeps the whole organiza- 
tion alive. The success of any business 
that is not an outright monopoly is 
measured to a large extent by the effi- 
ciency of its marketing end. 

In its contact with consumers The 
Texas Company has been highly success- 
ful in that it has enjoyed both the pa- 
tronage and the good will of the public 
throughout its sales territories. It is 
the only oil company that has complete 
distribution in every one of the 48 states 
of the American union and its export 
department operates in 51 countries. Its 
methods of distribution and sale present 
certain distinctive features that un- 
doubtedly have contributed to its pres- 
ent position as a marketer. 


The Texas Company—The Corpora- 
tion 


In carrying along this account of 
The Texas Company we have referred to 
it as though it had maintained an un- 
changed corporate status from the time 
when it emerged as a transformation of 
the Texas Fuel Company. As a matter 
of fact the policy and business develop- 
ment of the company has continued with- 
out a break from the date of its organ- 
ization. From time to time however, 
changes have been made in the charter 


rights and corporate structure of the 
company in order to enable it to deal 
more effectively with expanding trade 
requirements and responsibilities. 

In its inception the company was or- 
ganized under a Texas statute which au- 
thorized the creation of corporations for 
storing, transporting, buying and sell- 
ing oil and gas in that state. It was at 
least questionable whether or not the 
wording of this statute did not limit the 
operations of companies chartered under 
it to the State of Texas. Only a forced 
construction permitted a corporation 
formed under its authority to produce oil 
and it was completely silent on the sub- 
ject of refining. In order to clear up 
doubt on this point by enabling the com- 
pany to engage in refining and to operate 
outside the state, the Texas Legislature 
in 1914 passed a special measure known 
as The Texas Company act. In addition to 
the powers previously conferred, it au- 
thorized the company to “own and op- 
erate refineries, casing and treating 
plants, sales offices, warehouses, docks, 
ships, tank cars and vehicles necessary 
in the conduct of its business; and to 
cause the formation of corporations out- 
side this state, not exceeding one in any 
state, territory or foreign country, 
whose purposes and powers exercised 
shall be only those conferred by law 
upon the forming or holding company 
as incorporated under Texas laws.” 

In 1917 a further act to facilitate the 
operations of The Texas Company was 
enacted by the legislature. It provided 
that “‘in lieu of engaging directly in the 
oil and gas producing business in any 
state or country, this company may own 
stock of other corporations engaged in 
said business, but it shall not own the 
stock of more than one such corporation 
organized under the laws of this state 
or any other single state.” 

In view of the well known and oft 
displayed antipathy of Texas legislators 
to corporate combinations or inter-com- 
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pany control it is evident that The Texas 
Company was considered to have led an 
exemplary corporate life during the 15 
years of its existence. Otherwise it 
would not have received the compliment 
of a special legislative act enlarging its 
powers. As a matter of fact the rela- 
tions between the company and the Tex- 
as authorities always have been most 
cordial and friendly and the people of 
the state have not concealed their pride 
in the remarkable growth and prosperity 
of the corporation named for the state 
and personifying, as they felt, its spirit 
and. enterprise. 

Prior to the legislation of 1917 the 
producing activities of The Texas Com- 
pany interests had been carried on by an 
affiliated corporation—the Producers 
Oil Company. This company was now 
dissolved and its assets and organiza- 
tion were taken over by The Texas Com- 
pany. In the same year The Texas 
Company organized The Texas Pipe Line 
Company with a capital of $14.000,000, 


Transportation of Texaco petroleum products 
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now increased to $50,000,000, and The 
Texas Pipe Line Company of Oklahoma 
capitalized at $6,000,000. To these two 
companies it conveyed its pipe lines, 
pump stations, tanks and certain other 
physical properties, including over 1,25u 
miles of trunk pipe lines and 2,000 miles 
of appendant telephone and telegraph 
lines. The pipe line system to the end 
of 1930 had grown to 6,546 miles and 
the company’s telephone and telegraph 
system comprised 1,418 miles of wire. 

For nearly a quarter century from the 
time when its business career began The 
Texas Company continued its legal en- 
tity as a Texas corporation. In those 
years it had grown from a local concern 
devoted entirely to intrastate business to 
an international organization with rami- 
fications extending to many lands. Its 
progress was hampered by the limita- 
tions of Texas law in regard to holdings 
in other corporations. In 1926, there- 
fore, there was incorporated under the 
laws of Delaware, The Texas Corpora- 


tion, a holding company with an au- 
thorized capitalization of $250,000,000 
—since increased to $350,000,000—in 
shares of $25 each. 

Following the organization of The 
Texas Corporation that company ac- 
quired all the property and assets of The 
Texas Company of Texas which were in 
turn conveyed to a new The Texas Com- 
pany, incorporated in Delaware in 1927, 
which is now the active operating com- 
pany except on the Pacific Coast where 
the business is carried on by The Texas 
Company (California) which is the 
principal subsidiary of the California 
Petroleum Corporation (Virginia) which 
in turn is over 99 percent owned by The 
Texas Corporation. The California 
Petroleum Corporation was acquired by 
The Texas Corporation in 1928 through 
the exchange of shares on the basis of 
one share of Texas stock for two shares 
of the California company. This purchase 
strengthened The Texas Corporation by 
giving it large supplies of crude oil, re- 
fineries and distribution facilities on the 
Pacific Coast and a convenient base of 
operations for its Pacific and Far East- 
ern trade. 

The Texas charter of the original The 
Texas Company was surrendered on 
April 20, 1927 and the change of legal 
habitat was thereby completed. The 
New York offices of the corporation are 
now located in the lofty Chrysler build- 
ing in New York City but the company 
is still identified in the minds of the oil 
fraternity with the development of Gulf 
Coast production from which it sprang. 
Probably it always will remain so asso- 
ciated. 
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The companies owned by The Texas 
Corporation and through which its mul- 
tifarious activities are carried on are 
incorporated in 10 states and 16 foreign 
countries or dependencies. The list is 
shown in the accompanying tabulation. 


The Texas Corporation’s Subsidiaries 


Name Where Incorporated 
The Texas Company.............. Delaware 
California Petroleum Corporation......Utah 
Ventura-Colorado Oil Company.......Maine 
Texas Production Company........ Colorado 
The Texas Company of Mexico, S. A.. Mexico 
Texaco Sociedad Anonima........... Mexico 
Texas Petroleum Company.......New Jersey 


The Texas Company of Canada, Ltd..Canada 
The Texas Oil Company, Limited... England 
The Texas Co. (of Ireland) Ltd., Ir. Free State 
The Texas Company, S. A. F.......... France 
Societe Anonyme des Huiles Galena. . France 
The Texas Company, S. A. B........ Belgium 
N. V. The Texas Company........... Holland 


The Texas Company, A. B........... Sweden 
The Texas Co. (Overseas) Ltd... .. . Delaware 
The Texas Company, A. S.......... Denmark 
The Texas Company, S. A. I............ Italy 


The Texas Co. (S. Afr.) Ltd., Union of S. Afr. 
The Texas Company (India) Ltd... Delaware 
The Texas Co. (Australasia) Ltd., New S. Wales 
The Texas Company (China) Ltd... Delaware 
The Texas Co. (Philippine Is.) Inc., Phil. Is. 
Galena-Signal Oil Co.. Soc. Ano., Argentina 
Soc. Ano. de Oleo Galena-Signal...... Brazil 
The Texas Co. (S. America) Ltd., West Va. 
The Texas Co. (West Indies) Ltd....... Cuba 
The Texas Co. (Caribbean) Ltd... . . Delaware 
The Texas Co. (Porto Rico) Inc... . Porto Rico 
The Texas Pipe Line Company 
The Texas Pipe Line Co. of Okla...Oklahoma 
*International Refining Company...Montana 
Minera! Investing Corporation. .... Delaware 
California Petroleum Corporation... Virginia 
The Texas Company.............. California 
* 56 percent owned. 


In addition to the above companies 
which are owned outright by The Texas 
Corporation except as noted it has a 50 
percent interest in the California Petro- 
leum Corporation of Venezuela, owns 
half the stock of The Texas-Empire Pipe 
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of Texaco products 
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Line Company and 49 percent of the Col- 
texo Corporation of Maryland. 

The financial history of The Texas 
Corporation is simple but impressive. 
As previously related the Texas Fuel 
Company started business with a capital 
of $50,000 which was increased to $3,- 
000,000 when The Texas Company was 
organized in 1902. Of this amount 4,- 
000 shares of $100 par value each were 
issued for cash and the remainder were 
exchanged for property in 1902 and 
1903. In 1905 the share capital was in- 
creased by issuance of $3,000,000 of 
stock sold for cash while in 1906 and 
again in 1907 additional shares amount- 
ing to $2,000,000 in each case were sold. 
In 1908 and 1909 additions of $1,000,000 
each were made. Subsequent sales were 
$6,000,000 in 1910; $14,400,000 in 1916; 
$11,100,000 in 1917; $13,875,000 in 
1918; $15,625,000 in 1919; $45,000,000 
in 1920; $21,450,000 in 1921; $150,000 
in 1926; $5,000,000 in 1928 and $35,- 
104,675 in 1929. In 1913 shares of a 





par value of $3,000,000 were issued in 
exchange for property and in 1928-1930 
an aggregate of $25,693,025 was issued 
in the same way, representing mainly 
the acquisition of California Petroleum. 
From the time of its organization to the 
end of 1930 the par value of stock sold 
for cash in The Texas Company was 
$176,580,926 while $31,293,025 par value 
was issued in acquiring property and 
$38,404,825 in stock dividends; a total 
par value of stock issued to the end of 
1930 of $246,278,775. Much of the stock 
sold represented additional purchases by 
the early stockholders as much of it was 
obtained through the exercise of sub- 
scription rights. In 1929 the corpora- 
tion issued $100,000,000 of 5 percent 15- 
year convertible debentures to provide 
for the expansion program then under- 
taken and which involved in 1929 and 
1930 investment expenditures of 133,- 
500,000. At the same time the au- 
thorized share capital was increased from 
$250,000,000 to $350,000,000 or from 
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Corlim, C. C., Webster, Mass. 
Crary, Jerry, Warren, Pa. 
Crary, Roscoe, Chicago, II. 
Crary, Cavert, Boston, Mass. 
Curtis, H. H., New York, N. Y. 
Call, D., Port Arthur, Texas 
Cunningham, W. W., Beaumont, Texas 
Campbell, W. T., Beaumont, Texas 
Colligan, J. C., Beaumont, Texas 
Clark, W. D., San Francisco, Cal. 
Crawford, J. D., Marshall, Texas 
Carmody, T. J., Beaumont, Texas 
Donoghue, T. J., Beaumont, Texas 
Davidge, Sam P., New York, N. Y. 
Davidge, S. B., Newark Valley, N. Y. 
Davidge, G. G., New York, N. Y. 
Davidge, E. G., Middletown, N. Y. 
Dearborn, George S., New York, N. Y. 
Dunlop, W. B., Beaumont, Texas 
Drake, John A., Chicago, Ill. 
Dodge, C. M., New York, N. Y. 
Douglass, E. D., New York, N. Y. 
Edson, J. A., Denver, Colo. 
Freeman, F. W., Beaumont, Texas 
Ford, Simeon, New York, N. Y. 
Furlong, Frank P., Beaumont, Texas 
Gates, J. W., New York, N. Y. 
Gates, Chas. G., New York, N. Y. 
Gilbert, J. M., Beaumont, Texas 
Garritt, W. G., Boston, Mass. 
Gale, Loring R., Brooklyn, N. Y. 
Garrison, C. M., New York, N. Y. 
Hopkins, James, St. Louis, Mo. 
Hoyt, Edw. C., New York, N. Y. 
Hoyt, Theo. R., New York, N. Y. 
Hoyt, W. S., New York, N. Y. 
Hoyt, Geo. S., New York, N. Y. 
Horton, Eugene, New York, N. Y. 
Atmospheric and vacuum units of 20,000 bbl. capacity at the Houston refinery Havemeyer, H. O., New York, N. ¥. 
Harding, Noah, Ft. Worth, Texas 
Harris, Gates & Co., New York, N. Y. 
Harris, Geo. B., Chicago, II. 





10 000 000 to 14 000 000 shares in order Booty, E. F., Georgetown, Taxes Healy, Augustus A., New York, N. Y. 
: : ° . : sis © ° Bunker, Albert, Yonkers, N. Y. Holmes, R. C., Port Arthur, Texas 
to provide for the conversion feature of Craig, Geo. M., Port Authur, Texas Hutchins, J. C., Chicago, Ill. 
the bonds and to have treasury stock Crary, T. D., Binghamton, N. Y. Horton, James, Middletown, N. Y. 
available for future requirements Cullinan, J. S., Beaumont, Texas Harris, J. F., New York, N. Y. 
© . 
For 28 years The Texas Company has 
maintained an unbroken dividend rec- 
ord. Its first disbursement to share- 
holders was one of 10 percent in April New two-stage atmospheric and vacuum units at the Port Arthur refinery. 


1903, one year after the organization of 
the company. 

The list of stockholders who received 
this original dividend is published here- 
with. It shows that even at that early 
date the ownership of the company was 
widely distributed, with shareholders 
scattered from Maine to California. In 
the list are the names of many men who 
are still owners of large blocks of The 
Texas Corporation shares while in the 
case of others, members of their families 
have taken their places upon the rolls. 
The expansion of this early group of 
stockholders, numbering a little over 100, 
to the more than 75,000 persons who now 
compose the army of shareowners in The 
Texas Corporation is a fair measure of 
the company’s growth. 


Stockholders List in 1903: 


Autry, J. L., Corsicana, Texas 
Allen, Simeon, Fairhaven, Vt. 
Black, J. F., Findlay, Ohio 
Brooks, R. E., Beaumont, Texas 
Bradley, C. A., Kansas City, Mo. 
Beatty, C. W., Warren, Pa. 
Bomar, D. T., Fort Worth, Texas 
Booty, A. A., Georgetown, Texas 


Booty, J. L., Georgetown, Texas 
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Graphic representation of widespread distribution of The Texas Company’s operations in the U. S. 


Healy, Frank, New York, N. Y. 
Jones, S. M., Toledo, Ohio 

Jones, Morgan, Chicago, Il. 

Jones, J. E., Jonesboro, Ark. 
Johnson, E. M., Nev York, N. Y. 
Lapham, L. H., New York, N. Y. 
Lapham, J. J., New York, N. Y. 
Lambert, John, Chicago, Ill. 
Miller, C. S., Pittsburgh, Pa. 
Miglietta, A. C., Beaumont, Texas 
Mollenhauer, F. D., New York, N. Y. 
Munroe, Chester C., New York, N. Y. 
Mitchell, J. J., Chicago, Il. 
Marshall, E. J., Beaumont, Texas 
McKie, W. J., Corsicana, Texas 
McKee, A. Hartupes, New York, N. Y. 
Neely, G. H., Beaumont, Texas 
O’Brien, Geo. C., Beaumont, Texas 
Oliver, R., Beaumont, Texas 
Pipkin, L. B., Beaumont, Texas 
Pipkin, S. W., Beaumont, Texas 
Prehn, Thos., New York, N. Y. 
Pool, F., New York, N. Y. 

Post, James H., New York, N. Y. 
Plum, Jas. R., New York, N. Y. 
Potter, H. W., Beaumont, Texas 
Procter, W. C., Corsicana, Texas 
Peck, Wallace F., New York, N. Y. 
Ray. Jeff D., Corsicana, Texas 
Rockwell, F. H., Warren, Pa. 
Rudge, Geo., Jr., Youngstown, Ohio 
Reimers, H., New York, N. Y. 
Rose, Robt. H., Binghamton, N. Y. 
Schlaet, Arnold, New York, N. Y. 
Sharp, W. B., Beaumont, Texas 
Sewall, Oscar F., New York, N. Y. 
Sewall, Jos. C., Bath, Maine 

Sewall, Harold M., Bath, Maine 
Sewall, F. N., Kansas City, Mo. 
Sewall, F. L., San Francisco, Calif. 
Sewall, W. D., Bath, Maine 

Sloan, J. W., Beaumont, Texas 
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Seott, Henry T., San Francisco, Calif. 
Todd, C. H., Washington, Pa. 

Vail, Geo. A., Orange, N. J. 

Wright, E. G., Pittsburgh, Pa. 
Weller, W. M., New York, N. Y. 


Wiess, Wm., Beaumont, Texas 


Since this initial dividend the annual 
payment made by the company to its 
shareholders never has fallen below 5 
percent and has reached that figure only 
once. From 1920 the rate remained 
steadily at 12 percent until the payment 
of July 1, 1931, which was reduced to an 
8 percent annual rate. In addition to 
the regular quarterly payments to share- 
holders, stock dividends declared in 
1910, 1920 and 1927 aggregated $38,- 
404,825. The policy of the company in 
regard to distribution of its earnings 
has been one of conservative liberality. 
At times it has drawn upon surplus to 
maintain dividends but never to an ex- 
tent that has seriously impeded the 
growth of earned reserve which amount- 
ed to $135,000,000 at the end of 1930. 


The Spirit of Texas 


EN the development of the Texas oil 
fields at the beginning of the century a 
significant feature was the absence from 
the scene of the organization which had 


been historically associated with the 
previous growth of the petroleum indus- 
try. Although this was 10 years be- 
fore the dissolution suit against Stand- 
ard Oil the trust laws of Texas had 
barred the company from the state. As 
a result of this situation new organiza- 
tions and new personalities were 
brought into the industry through the 
rise of the Gulf Coast section as a pro- 
ducing and refining territory. Some of 
the companies that originated in the 
Texas oil discoveries have since become 
affiliated with one or another of the 
members of the Standard Oil group but 
the great figures that emerged from the 
early rush to Texas have followed in- 
dividual and independent orbits. Of this 
independent group the outstanding fip- 
ure has been The Texas Company. Sev- 
eral factors have combined to give it 
this prominent place. It is partly the 
effect of early environment, partly the 
consequence of the rapid business and fi- 
ancial growth of the company which en- 
abled it to outdistance most of the others 
formed during the same period. To a 
still greater degree it has been an ex- 
vression of the positive and unusual per- 
sonalities associated with the manage- 
ment of the company from its inception. 
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In this row of major company and 


independent _ service stations, 
prices for regular gasoline ranged 
from 7 to 9 gallons for $1, only 
one having the third pump. The 
expression “no tax”? means that 
the price to the motorist is inclu- 


sive of State tax. 








Fighting Price Cutters with a Third Grade 


Opinion Is Divided as to the Merits of This Com- 


petitive Weapon in Gasoline Sales, But Its Use Is 


Spreading Rapidly in Many Parts of the United 


States—Views of Prominent Oil Men. 


Price cutting is nothing new in 
the marketing of petroleum products; 
but a new method of meeting the com- 
petition of those dealers who persistently 
sell gasoline below the standard rate 
has appeared in the United States within 
the past few months. This consists in 
the adoption by many of the major oil 
companies of a third grade of gasoline, 
sometimes referred to as a “fighting 
grade,” which is offered to consumers at 
the same rates charged by the price 
cutters. 

While some oil company officials re- 
gard this as a backward step, since it 
emphasizes price rather than the quality 
of the products offered, others uphold it 
as the best means of beating the price 
cutters at their own game while still 
others declare that it has been forced 
upon them by the unfair competition to 
which they have been subjected. None 
of the companies maintaining the “third 
pump” makes it a policy to push the sale 
of the sub-standard grade. They simply 
offer it to those who wish to obtain their 
motor fuel at the lowest possible price 
while still maintaining their standard 
and super-grade products at established 
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rates for discriminating purchasers. 

While price wars and price-cutting are 
by no means confined to the United 
States, conditions there are such as to 
afford special opportunities to those who 
seek to attract trade by offering gasoline 
at abnormally low prices. Owing to the 
fact that regulations relating to the tax- 
ation and sale of gasoline are made, not 
by the Federal government, but by the 
various States, the American Union may 
be said to be not one market but forty- 
eight contiguous, but differing markets. 
Differences in the laws of adjoining 
States make it possible for not too con- 
scientious dealers to evade payment of 
taxes by smuggling gasoline across state 
lines. Laxity in the laws or in their en- 
forcement enables dishonest dealers in 
some sections to mix volatile gas with 
distillates or kerosene and to sell the 
mixture thus obtained at a low price, but 
still at a substantial profit. In many in- 
stances price cutting is done by dealers 
who maintain gasoline pumps as a side 
line to other forms of business and who 
are willing to sell gasoline at no profit 
in order to attract buyers to their other 
wares. As a result of these and other 


causes price cutting has become an evil 
so widespread as to call for energetic 
action on the part of legitimate sellers 
in order to protect themselves. 

The situation created by the spread 
of underprice selling is described by the 
Standard Oil Company of California in 
the following words: 

“The retail dealer has sold gasoline 
without a living wage. To bring these 
conditions to an end is of utmost con- 
sequence to all business, for they con- 
stitute a serious cause of general eco- 
nomic depression affecting every  in- 
dustry and reaching into every home. 
The principal menace is the price cutter 
who slashes prices solely to get his 
neighbor’s business. The competitor 
who declines to join in the effort to 
reconstruct the industry will force the 
others to the levels that he establishes.” 

Apparently the first major company 
to establish the third price pump as a 
regular part of its marketing equipment 
was the Standard Oil of Indiana, which 
set up its first station of this kind 
several months ago. The company feels 
that its adoption of third price gaso- 
line is giving satisfactory results. In 
the words of Allan Jackson, vice-presi- 
dent, “It has had a good acceptance with- 
out reducing our sales of Red Crown 
Ethyl gasoline, only moderately reduc- 
ing our volume of sales of our Red 
Crown brand, and resulting in a total 
increase in sales since its introduction.” 

The Sinclair Refining Company quick- 
ly followed the example of Indiana 
Standard, which it was easily able to 
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do by reason of already having three 
sets of pumps and tanks at many 
stations for the sale of regular, H. C. 
Ethyl and aircraft brands. It was a 
simple matter to withdraw “aircraft” 
gasoline from the market and use the 
pumps for competitive green motor fuel, 
which the company markets at the same 
price as cut-rate stations. 

“In the first place we did not want to 
put out this low price third grade,” says 
Daniel T. Pierce, assistant to president 
E. W. Sinclair. “In fact we do not offer 
it except where we have to meet price 
competition. During the past five years 
we have spent $18,000,000 in new re- 
finery equipment for improving the 
quality of gasoline. But price cutters 
have been drawing away our sales and 
increasing their business up to 40 per- 
cent, and even as high as 50 percent in 
the St. Louis district where competition 
is particularly severe. We find that the 
inclusion of the third pump is working 
out economically. On 15-cent high test 
gasoline the retailer has a margin of 3 
cents; on 12-cent regular gasoline he re- 
ceives 314, while on the green ‘fighting 
grade’ his margin is but one, netting us 
11 cents, 91% cents and 9 cents respec- 
tively. As far as we are concerned the 
third grade has arrived to stay.” 

Confirmation of this viewpoint is 
found in a telegram sent by Harry Sin- 
clair, chairman, to PETROLEUM WORLD, 
our associate journal of Los Angeles, 
Cal., in which he said: 

“Assuming that it is necessary to meet 
competition rather than allow price cut- 
ters to increase their business, it has 
seemed best to us to provide a third 
gasoline sold at the lowest price and 
carrying a minimum margin to the 
dealer rather than reduce our premium 
and regular gasoline and thus destroy 
the whole structure. The third gasoline 
is a competitive product, and we do not 
advertise or push its sale. We simply 
provide our stations and dealers with a 
weapon to meet cut-throat competition 
while maintaining the price of our 
premium and regular gasolines. So far 
as our experience has gone the results of 
this policy are favorable since we have 
not experienced any decrease in the sales 
of the premium and regular gasoline 
while sales of the third gasoline have 
been going up.” 

R. C. Holmes, president of The Texas 
Corporation, states that his company 
was among the first to adopt the fight- 
ing grade gas. This was done original- 
ly in the St. Louis territory where price 
cutting was particularly acute. It had 
the effect of increasing the company’s 
gallonage, thereby adding to its sales 
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revenue and benefitting its overhead 
while at the same time it thinned the 
gallonage of the price cutters and made 
it more difficult for them to operate 
profitably. 

The position of The Texas Corpora- 
tion is that if a certain section of the 
public wants a cheap gas the company 
is willing to give it to them. It does not 
push the sale of this “fighting grade” 
and finds that it has not materially af- 
fected the volume of the company’s 
standard brands. At the same time it 
provides an effective weapon for pre- 
venting price cutters from undermining 
this company’s business. 

Standard Oil of New Jersey has been 
watching the progress of the third pump 
movement closely and has introduced the 
fighting grade at a few points. As yet 
it has not installed any of these pumps 
in the state of New Jersey; but Stand- 
ard of Pennsylvania has a number in 
operation in its territory at points where 
the competition of cut rate gasoline has 
been particularly severe. Standard of 
Louisiana has installed third pumps at 
various strategic points; but Standard 
of Delaware has limited itself thus far 
to one pump of this kind. 

While many of the larger companies 
look upon the third grade gas as an ef- 
fective means of checkmating the ac- 
tivities of persistent price cutters, and 
are prepared to employ it wherever 
necessary to meet this form of compe- 
tition, there are others who feel that 
the expansion of its use represents an 
unhealthy tendency in gasoline market- 
ing. A prominent exponent of this view- 
point is the Royal Dutch-Shell group. It 
has not adopted the third grade, but has 
preferred to reduce the price of its 
standard “400” gasoline in certain dis- 
tricts where other major companies have 
introduced “fighting” motor fuel. J. B. 
Aug. Kessler, one of the two joint man- 
aging-directors of the Royal Dutch-Shell 
group, writes to WORLD PETROLEUM from 
London, as follows: 


“As to the question of the third pump 
I really think they are mistaking its im- 
portance in the U. S. A. There is an 
overproduction of gasoline; therefore, 
the thing to do is to see that we do not 
make more of it than we can help. By 
introducing a third grade with a high 
endpoint you increase the total 
gasoline production obtained from the 
crude oil, with the result that you make 
over-production worse. In addition to 
that it requires still more equipment, and 
I think everybody will agree that there 
is already too much distributing equip- 
ment for gasoline. Under conditions as 
they are at present I think it is wrong 
to spend money on more wasteful dis- 
tributing facilities. 

“The duty of the industry to the pub- 
lic is to supply it with the best 
quality of gasoline, and it is a step in 
the wrong direction to supply the public 
with a worse quality in times of over- 
production. Surely the best way to com- 
pete is in quality rather than jin price, 
because the price is already at such a low 
level that there is very little room left 
for further competition. The troubles 
with which we are faced at present are 
the troubles of over-production, and all 
subsidiary troubles this 
over-production. 

“Trying to improve matters by com- 
ing to an arrangement about the third 
pump or other matters which, although 
in themselves very important, are still of 
minor importance if they are compared 
with the basic ill of the industry—which 
is over-production—can be compared 
with trying to canalize a river with very 
small constructed locks designed for only 
half the quantity of water that is in the 
river. The locks may be perfect; but 
they will be useless, as there is far too 
much water in the river.” 

J. C. van Eck, President of the Shell 
Union Oil Corporation, the holding con- 
cern for the various Shell producing, 
manufacturing and marketing companies 


really 


very 


spring from 


(Continued on page 557) 


Shell at 8 gallons and Socony at 9 gallons for $1—a typical scene in New York 


City district, on August 22, 1931. 


A few days later the Shell signs were changed 


to 9 for $1; apparently third-pump competition was the cause. 
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Can Overproduction Be Ended by Martial Law? 


Stemming Flood of Cheap Crude Oil by Martial 
Law to Aid Stabilization of the Oil Situation. 


Texas Follows Oklahoma’s Example, Closing 


Wells by Military Power. 


Betsx-crece field of East Texas 
will go down in the petroleum history of 
the United States as the field most reck- 
lessly developed. Its surplus flood of 
cheap oil has affected the prices of crude 
oil and its products throughout 
the world. The greatest dam- 
age has been done to the domes- 
tic oil industry by causing 
crude prices in Texas to drop 
from $1.07 per barrel to as low 
as 2% cents and correspond- 
ingly shattering price struc- 
tures in other states. It stands 
as the development yielding 
smallest returns to producers, 
involving losses even to opera- 
tors of 50,000 bbl. wells. The 


and _ production, 


Because of the large number of oper- 
ators, small and large, the construction 
attending the oil field development more 
than kept pace with the drilling. An un- 
precedented: building of pipe lines, both 


W ane the entire world, outside 
Russia, has been striving to curtail crude oil 
production to balance it with the consumption 
of refined products, the new great field in East 


Texas has indulged in an orgy of wild drilling 


demoralizing 


of the first large wells in the field. Pipe 
lines were extended to the Gulf Coast, 
allowing sea exports to the outside world, 
while inter-connections with the older 
Mid-Continent pipe lines allowed move- 
ments of the East Texas crude to Okla- 
homa, Kansas and Great Lakes refineries. 
The rapid increase in production, due 

to the failure of all proration efforts, 
steadily decreased the price of crude oil 
in the East Texas field, until the aver- 
age price sank to the record level of 13 
cents per barrel, with individual sales 
made as low as 2% cents per barrel. 
These abnormal prices affected the price 
structure of the whole United 

States, reducing the prices in 
Oklahoma to 20 cents per bar- 

rel and in Southwest Texas to 

10 cents per barrel, at the same 

of time causing complete demoral- 
ization in gasoline quotations. 
The East Texas crude oil and 
gasoline were enabled to com- 
pete with and actually to un- 
dersell the Russian oil products 
of poorer grades on the Euro- 


price  struc- pean markets, more particu- 

East Texas field was drilled tures, and even changing to some extent the larly in France, while in at 

and dug for pipe lines with . F sy y é least one instance a major 
direction of the international flow of oil. 


war-like intensity. It has the 
unique distinction also of hav- 
ing brought about the declara- 
tion of martial law in two 
States and the introduction of 
troops into producing areas for 
shutting-in the wells. Thus, 
for the first time in the history 
of the country troops are em- 
ployed to stem the supply and 
increase the price of a basic 
commodity, perhaps setting a 
precedent for similar economic 
action with other commodities 
whose _ over-production has 
caused, and is still causing, de- 
pression over wide areas. 

Since the Rusk-Gregg field was dis- 
covered in October, 1930, it has been 
developed at a tremendous pace, having 
1,600 producing wells and 500 active op- 
erations on August 15, 1931. The total 
recovery by that date had reached an 
amazing figure of 56,000,000 bbl. The 
daily production officially reached 750,- 
000 bbl. before the shut-in, but actually 
exceeded 1,000,000 bbl., as part of the 
production was not reported. This is a 
world record figure for any single pool, 
while the estimated potential is in excess 
of 7,000,000 bbl. per day. 
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conditions for the better. 


Recourse to martial law by the Governor of 
Texas, following similar action in Oklahoma, 
has stopped indiscriminate production, tem- 


porarily at least, and has changed marketing 


intended to hold the situation in hand pending 
application of the law recently enacted by the 
state legislature of Texas, which is designed to 


maintain orderly procedure. 


trunk and gathering, was undertaken 
and still continues, since such construc- 
tion is the only means open to many 
operators for disposal of their produc- 
tion. To move the output via railroads 
a huge loading rack capacity was con- 
structed—probably the largest ever 
erected. A large number of refineries 
was built in the field and in its immedi- 
ate vicinity. Such tremendous construc- 
tion activity resulted in the crude oil 
outlet of the Rusk-Gregg field reaching 
1,000,000 bbl. per day capacity within 
7% months from the date of discovery 


Military control is 


American company began ship- 
ping East Texas crude to its 
great Caribbean refinery, part- 
ly shipping the refined prod- 
ucts back to the United States, 
sending the balance to Great 
Britain and the Continent. 
Contracts for these shipments 
amounted to 2,000,000 bbl. 
Oddly enough, the gasoline re- 
turned to the United States is 
being officially classified as 
“imports of foreign gasoline” 
although manufactured by 


American skilled labor with 
American equipment from 
American ra w_ material. 
Several Canadian refineries received 


shipments of East Texas crude by sea 
and by rail, a number of tankers being 
chartered for the purpose. The produc- 
ers’ strike in Oklahoma and Kansas, 
just preceding the declaration of mar- 
tial law in Oklahoma, initiated by Gov- 
ernor “Alfalfa Bill” Murray a month 
ago, caused the East Texas crude to 
move to refineries located within and 
near the shut-in fields of those two 
States. 

Huge losses resulted from the flood of 
East Texas crude. Operators in the 
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Rusk-Gregg field received an estimated 
sum of $12,500,000 for their production 
of 56,000,000 bbl. in the first 72 months, 
instead of the $56,000,000 which would 
have represented a fair price under or- 
derly operation, indicating an apparent 
loss of $43,500,000. Huge waste of 
natural gas, estimated at 1,500,000,000 
cu. ft. per day, occurred while the 
field was open. The building of un- 
warranted pipe lines and_ refineries 
likewise will result in heavy losses to 
their owners when the inevitable en- 
forcement of proration leaves most of 
these projects without a supply of crude 
oil. Very large losses were inflicted on 
producers in other fields until the total 
daily production of the United States, 
though remaining equal to that of the 
summer of 1930, brought to the pro- 
ducers fully $2,000,000 per day less. 
When the price of Oklahoma crude 
declined to 20 cents per bbl., Governor 
Murray declared martial law in all flush 
fields, shutting in all wells not affected 
by salt water, thereby reducing the 
Oklahoma production to about 250,000 
bbl. per day from the former 500,000 
bbl. Troops of the State National Guard 
occupied the fields to enforce the orders 
of the Governor. Two weeks later Gov- 
ernor R. S. Sterling of Texas followed 
the example of Governor Murray, and 
on August 16 declared martial law in the 
East Texas field, ordering all wells in 
that field shut in for a period of 30 
days, to be opened after expiration of 
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Headquarters, near Kilgore, of the martial law zone in East Texas. 


that period to produce only its allowable 
under proration regulations which will 
be fixed at around 275,000 bbl. per day. 
About 1,000 cavalrymen of the State 
National Guard occupied the Rusk-Gregg 
field to enforce the order. 

At this writing the effects of the pro- 
ration by military force in Oklahoma and 
Texas are not yet capable of being 
fully determined. The national produc- 
tion will show a decline of fully 900,000 
bbl. per day, thus probably leading to 
considerably higher prices, possibly 
reaching the $1.00 per bbl. figure set by 
the two Governors. Prices well above 
the recent lows already are in effect and 


Texas National Guardsmen shut 
oil flowing wells in East Texas. 


negotiations for further advances are 
under way. The refineries, especially 
those located in East Texas, are feeling 
the lack of crude oil supplies, and pro- 
ducers will not have the former recourse 
to temporary and permanent court in- 
junctions in order to open their wells, 
such injunctions having been granted 
freely by minor courts during the previ- 
ous peaceful method of attempted en- 
forcement. In East Texas at one time 
at least fifteen companies operated under 
temporary injunctions. The penalty for 
opening wells in East Texas is a military 
jail sentence without bail until the ex- 
piration of the period of martial law. 
These conditions restrain operators 
from testing the constitutionality of the 
shut-down. Nor does the power pos- 





SEPTEMBER 1931 


Photo. Acme 


535 


E. Bredberg 











Photo. Keystone 


Brigadier General Jacob F. Wol- 
ters, in command of military rule 
in the East Texas oilfields. 


sessed by Brigadier-General J. F. 
Wolters encourage attempted interfer- 
ence by the legal departments of the oil 
operators. 

The losses to the oil industry of the 
world caused by the uncontrolled produc- 
tion of the East Texas field have run into 
hundreds of millions of dollars. K. R. 
Kingsbury, president of the Standard 
Oil Company of California, expressed 
the opinion to WORLD PETROLEUM that, 
“had it been possible of accomplishment, 
the oil industry of this country could 
have afforded to pay any price necessary 
to acquire the East Texas field, and the 
operators there could equally have af- 
forded to accept such price, in order to 
produce the field in an orderly manner 
when the oil is needed, much in the same 
manner as the Kettleman Hills will be 
produced.” 

The importance of the Rusk-Gregg 
field has been greatly exaggerated as to 
its potentiality as have most major fields 
in their early history. Comparisons 
were made with the Mexia-Powell fields 
of East Central Texas where well spac- 
ing averaged one well to three acres, and 
where sand conditions have been much 
more favorable than in Rusk-Gregg. 
Estimates ranged up to 3,000,000,000 
bbl. of cumulative recovery, whereas, ac- 
cording to WORLD PETROLEUM’S repre- 
sentative in the field, it is not likely to 
go over 800,000,000 bbl., half of that 
amount being available by the natural 
flow, and the other half by pumping and 
by gas-lift. It is doubtful if Rusk- 
Gregg is the largest field in the United 
States; Kettleman Hills in California is 
richer, though smaller in area, while the 
Van Pool of East Central Texas will not 
fall far behind the Rusk-Gregg in cumu- 
lative recovery. 
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The duplication of certain Rusk-Gregg 
conditions, namely a deposit of large 
area with surface rights in small sub- 
divisions and in inexperienced hands, 
appears at this time next to impossible 
in the United States. Shallow wells and 
easy drilling has enabled many holes to 
be drilled in a short time with second 
hand equipment and at low cost, in a 
manner virtually unknown in other great 
fields, except the extremely shallow Yates 
pool, which is under proration. Most 
likely, therefore, the East Texas boom 
is the last as far as its great momentum 
and its disastrous effects on the oil busi- 
ness generally are concerned, although 
it does not necessarily mean that the 
overproduction difficulties of the oil in- 
dustry are at an end in that State or 
elsewhere. 

Successful enforcement of proration, 
by whatever means accomplished, wil! 
definitely remove the Rusk-Gregg field 
from being a major threat to the 
oil industry, because sane production 
limits necessarily will force a_ realiza- 
tion of costs and actual underground 
conditions, these factors having been en- 
tirely overlooked by most of the oper- 
ators in the high fever of rapid develop- 
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ment. The probable outcome of the 
drastic military measures is that en- 
forcement of proration by various State 
agencies under the laws passed by the 
local legislatures will be greatly facili- 
tated, and possibly will mark the turning 
point to production of crude petroleum 
on a sounder basis. 


Summary of East Texas Developments to August 15, 1931 


DEVELOPMENT 
Field discovered on October 3, 1930 
First large well brought in, January 1931 


Total number of producing wells (Av. depth 3600 ft.) 


Average A. P. I. gravity of crude 
Total number of active drilling operations 
Estimated total number of wells to be completed 


Maximum daily production actual (partly not reported) 


World Petroleum’s estimate of daily potential 
Total recovery to-date... 


Total proven area (definitely outlined)............ 


Average acres per well at this time ‘ 
Recovery per acre today from the whole field... . 
Eventual acres per well 


INVESTMENTS 

Total investment in drilling and equipment 
Estimated cost of leases. . Aare 
Estimated cost of wildcatting around the field 


Estimated cost of flowing production (400,000,000 bbl. at 14 cents per bbl.) 
Estimated cost of pumping production (400,000,000 bbl. at 15 


Total direct cost of development....... 
Estimated cumulative recovery 

Less 1/8th royalty 

Estimated cost of production 

Estimated gross receipts for oil produced to date 


ATTENDANT CONSTRUCTION 
Trunk pipe lines 

Total mileage 

Total daily capacity 
Gathering. . 

Total mileage 

Total daily capacity 


RR loading racks—Total number 


Estimated simultaneous tank car loading capcaity 


Estimated total daily capacity 


10,000 bbl. 
1,600 wells 
40 Be. 
500 
4,200 
1,000,000 bbl. 
7,000,000 bbl. 
56,000,000 bbl. 
93,000 acres 
44 
602 


22 


$126,000,000 
30,000,000 
14,000,000 
6,000,000 
60,000,000 


cents per bbl. 
$236,000,000 
800,000,000 bbl. 
700,000,000 bbl. 
33.7e. per bbl. 
$12,500,000 


17 lines 
1,400 miles 
720,000 bbl. 
61 lines 
350 miles 
740,000 bbl. 
52 
2,000 tank cars 
850.000 bbl. 
200,000 


Estimated capacity railroad traffic (depending on distance of shipments) ) to 


Total 


Refineries ; 
Estimated daily capacity 


Total estimated daily outlet capacity 


250,000 bbl. daily 
19 
75,000 bbl. 
1,000,000 bbl. 
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Oil Industry Needs World Cooperation 


Benefits of Attempted Conservation by Individual 


Countries Nullified by Lack of Synchronization. 


U. S. Logical Leader in Cooperative Movement. 


J. B. AUG. KESSLER, joint managing 
director of the Royal Dutch-Shell group, has 
spent his entire life in intimate association 


with the petroleum industry. A native of 


Holland and a son of the founder of the 


Royal Duteh Company, he was educated as 
an engineer, received extensive practical 
training and had a varied experience as a 
representative of the Royal Dutch Company 
in Russia. Following this he was assistant 
to Sir Henri Deterding. 

In addition to his engineer’s passion for 
fact and precision, Mr. Kessler has a finely 
balanced sense of the value of economic fae- 
tors, keen analytical ability and a detailed 
knowledge of the petroleum industry the 
world over, which enable him to view present 
conditions and their causes in sound per- 


spective. 


A LL the troubles with which the oil 
industry is confronted at present are 
due to the fact that production is far 
greater than consumption. That dif- 
ficulty, serious enough in itself, is not 
all we have to face. The potential pro- 
duction of the oil industry is so large 
that, without serious co-operative effort 
among all factors in the industry, this 
lack of balance between supply and de- 
mand may last for years. 

During the past two years there really 
never has been a moment when members 
of the oil industry in one part of the 
world or another have not tried to do 
something constructive to improve con- 
ditions. Sometimes they tried to deal 
with marketing problems. Any tempor- 
ary accomplishment in this direction 
eventually broke down—and was bound 
to break down—under the 
over-production. 


pressure of 
Sometimes production 
itself was tackled, and at one moment 
it looked as though the industry were 
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really going to be successful in bring- 


ing production and consumption into 
balance. 
Cause of 1930 Failure 
Tat was a year ago. Then there 


Was no over-production anywhere, and 
the stock position was improving every 
day. Every oil-producing country in the 
world, with the exception of Russia, had 
submitted to conserva.iion. At that time 
the industry did not reward the crude 
oil producer for his loyalty to conserva- 
tion; that is to say, crude oil prices were 
low. These low prices were, to a large 
extent, the penalty for having kept crude 
prices too high during the years previous 
to 1930 when there was overproduction 
and stocks were accumulating. The re- 
sult of the drop in crude prices in the 
Autumn of 1930 was that the prices of 
petroleum products had to come down. 
This created dissatisfaction with con- 
servation among world producers the re- 


J. B. Aug. Kessler, joint manag- 
ing-director of the Royal Dutch- 
Shell oil group. 





sult of which that Roumanian 
conservation came to an This 
brought Roumanian f.o.b. prices down 
with a rush, so that for many months 
European markets were ruled entirely 
by Roumanian prices and not by Gulf 
prices. This pulled down Gulf prices still 
further, which again brought down crude 
oil prices in the United States. 

Unfortunately it just at that 
moment when the producer had realized 
how poorly he was rewarded for his sup- 
port of conservation that the East Texas 
field brought in. Whereas the 
Oklahoma City producers had restricted 
their that it 
above 10 percent of the potential capa- 
city, the East Texas producers refused 
to “play the game” as the Oklahoma 
City producers had done. The result is 
the present over-production 
of crude oil. 

Although the laws of the United States 
do not make it easy to bring about order 
in the industry—in fact I think they are 
a serious handicap to that object—this 
handicap must not be over-rated, because 
it cannot be denied that at this time 
last year, with the same laws, we were 
getting and nearer to the 
of success, as there was no over-produc- 
tion anywhere except over-export from 
Russia, and prevailed with the 
producers all over the world with the 
exception of Russia. With a little more 
systematic initiative shown at that time 
we might have consolidated the results 
then achieved. Such initiative among 
other things should have been directed 
toward restriction of drilling. This was 
possible then and it is possible 
Unnecessary and uneconomical drilling 
increases more and more the potential 
production which ultimately is bound to 
undo any conservation arrangement. 

Now that reason is no longer supreme 
among producers, of course, the handicap 
imposed by the laws of the United States 
is more conspicuous than it ever has 
been before, but we should not allow 
these laws to be an excuse for not try- 
ing to deal legally and properly with 
things to the best of our ability. 

We must try to get back to the posi- 
tion in which we were this time last year 
—that is to say, into a position of world 
conservation combined with drastic re- 


was 
end. 


was 


was 


production so Was never 


disastrous 


nearer goal 


reason 


now. 


striction in drilling. I know that is a 
“tall but still it can be 
If we do not do it, and if we let things 


order, done. 


slide without a serious co-operative effort 
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to avoid the natural results of a waste- 
ful and long drawn out over-production 
(and subsequent pessible under-produc- 
tion) then the inevitable will happen; 
individuals, companies and even coun- 
tries will be ruined, and the industry, 
not having led itself, will be led by 
others outside the industry, namely 
Governments. I do not think anybody 
(whether he be producer or consumer) 
will enjoy that much! 


Futility of Local Efforts 

WV HEN in the past efforts were made 
to bring about conservation agreements 
they never were tackled on any broader 
scale than country-wide, and in fact, in 
the United States not broader than 
State-wide. What was the logical re- 
sult? It was that when one part of the 
industry was making the sacrifice of 
conservation the other parts were doing 
all they could to destroy the beneficial 
results of those sacrifices. Take, for in- 
stance, at present the case of California 
and Oklahoma. California is “playing 
the game” for the full 100 percent, 
and the shut-down movement in Okla- 
homa is gaining ground while East 
Texas is running wild.* If this continues 
the result is bound to be that Texas oil 
will find its way to California and to the 
refineries that normally run Oklahoma 
crude. That will blow up Californian 
and Oklahoman conservation, and by the 
time that has happened very likely East 
Texas will go in for conservation, and 
that will in turn be blown up by Cali- 
fornian and Oklahoman over-production. 

Even if the whole of the United States 
would subscribe to conservation and 
limit its production to a certain figure 
which should be smaller than the require- 
ments of the interior markets and the 
export markets supplied by the United 
States (in order to work off excess 
stocks) even then the results would be 
questionable if other oil producing coun- 
tries would not subscribe to conservation 
at the same time, also producing less 
than their outlet—again in order to 
work off the excessive stocks. Let us 
suppose, for instance, that Venezuela is 
over-producing and the United States is 
not. Whether this Venezuelan produc- 
tion is to a large extent imported into 
the United States or whether it is not, 
it is bound to affect markets where a 
considerable quantity of American prod- 
ucts are sold (say, for instance, Europe) 
and this will bring down the f.o.b. Gulf 
quotations to such an extent that the 
United States producer will not be able 
to see why he should continue to take 





* This article was written before the closing down 
of the East Texas field through the application of 
martial law.—Editor. 
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upon himself the burden of conservation. 
This (and some other things about 
which more later on) is what has hap- 
pened in the past, and what (in the in- 
terests of everybody) must be avoided in 
the future. 

Statistics will help to make my point 
clear. 

Let us take production in the United 
States during 1928 and the first 8 months 
of 1929 and stocks during the same 
period: 


U. S. Production and Stocks 1928-29 


Bbls. per Stocks of 
day Crude and 
Average all products 
1928 for Month bbls. 
January 2.348.000 607,594,000 
February 2.364.000 614,469,000 
March 2,404,000 20,388,000 
April. 2,413,000 623,370,000 
May. 2.428.000 623,784,000 
June. 2.423.000 22,901,000 
July.. 2,438,000 619,214,000 
August... 2,510,000 616,328,000 
September 2,549,000 613,919,000 
October... 2,573,000 613,958,000 
November. 2,537,000 615.103.000 
December. 2,564,000 21.010.000 
1929 
January. 2,647,000 631,692,000 
February 2,695,000 641,915,000 
March. 2,660,000 653,000,000 
April... 2,680,000 658,953,000 
May.. 2.726.000 662,568,000 
June.. 2,780,000 668,816,000 
July... 2.945.000 673,801,000 
August 2,973,000 678.673,000 
The increasing production and the 


steadily growing stocks induced the in- 
dustry in the United States to consider 
and apply conservation, and from the 
quantity point of view the results were 
very satisfactory. Stocks began gradual- 
ly to diminish. Production and stocks 
during the last four months of 1929 and 
the whole of 1930 were as follows: 


U. S. Production and Stocks 1929-30 


Stocks 
Bbls. of Crude 
per Day and all 
Average Products 

1929 for Month bbls. 
September......... 2,915,000 684,171,000 
QOctohber............ 2.853.000 688,750,000 
November.......... 2,625,000 685,708,000 
December.......... 2,610,000 689,166,000 

1930 

DN ite eaccsoae 2,572,000 693,833,000 
February........... 2.652.000 699,377,000 
Ps « seenncedias 2,503,000 700,681,000 
Ph asrwskvekeucard 2,573,000 698,689,000 
ree 2,592,000 700,142,000 
Pn ki+kewed sieves 2,564,000 697,329,000 
TN 2,469,000 692,887,000 
NS cing he ten 2,415,000 685,857,000 
September......... 2,366,000 677,972,000 
NG Soe ceneo ste 2,345,000 674,294,000 
November.......... 2,272,000 671.826.0000 
December.......... 2,161,000 665,870,000 


The movements in oil prices were not 
so satisfactory. The prices of the most 
representative crude oil in the Mid- 
Continent during 1928, 1929 and 1930 
were as follows: 





Range of Mid-Continent Crude Prices 
36 deg. A. P. I. Gravity Crude per bbl. 


1928 1929 1930 
Month (Dollars) (Dollars) (Dollars) 

January.. 1.28 1.20 1.45 
February 1.28 1.20 1.20 
March 1.28 1.20 1.20 
April 1.28 1.20 1.29 
May 1.28 1.45 1.29 
ee 1.28 1.45 1.29 
July 1.36 1.45 1.29 
August 1.36 1.45 1.29 
September 1.36 1.45 1.29 
October... 1.36 1.45 0.95 
November 1.36 1.45 0.95 
December. 1.36 1.45 0.95 


We see here the very surprising oc- 
currence that during the time when pro- 
duction was increasing and the stock 
position getting worse and worse, prices 
actually went up, and during the period 
when conservation was more and more 
energetically applied, and the stock posi- 
tion improving every month, prices were 
drastically reduced! This, in my opin- 
ion, is the underlying cause of our 
present troubles. I want to explain this 
in what follows: 

Let us first see the movements in the 
price of 64 deg. Beaumé gasoline in 
Group 3, which shows a picture very 
similar to the changes in crude prices: 


Range of Gasoline Prices 
64 deg. Beaume Gasoline, cents per gal. 


Month 1928 1929 1930 
January P 6% 8% T% 
February 7 8 7% 
March sain 7% 8 7% 
April... 7% «8 7% 
May.. 7 8% 7% 
June. = , 8% 9% 7% 
July... , 84 9% 7 
August... ; 10% 8% 6% 
September ll 8% 7 
October.... Il 84% 6% 
November. . 10 8 5% 
December. . ; 9% 8 514 


The falling crude quotations during 
the period of conservation from Septem- 
ber, 1929 to the end of 1930 caused the 
drop in gasoline quotations. The re- 
finer who paid little for his crude, of 
course, could sell his gasoline at a low 
price. The big crude purchasing com- 
panies showing their lack of confidence 
in the situation by dropping the prices 
quoted for crude oil (notwithstanding 
conservation and an improving stock 
position) one could hardly expect the 
refiners to show greater confidence by 
keeping their gasoline prices up to a 
reasonable level. 

It is true that during the latter half 
of the period under review (January, 
1928 to December, 1930), that is to say 
from January, 1929 to December, 1930 
(just when the Export Association func- 
tioned!) the gasoline stocks had a tend- 
ency to be larger and sometimes con- 
siderably larger than at the same time 
a year earlier. First the strength and 
then, after August 1929, the weakness 
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in gasoline prices is therefore better to 
be understood than the original strength 
followed by weakness in crude prices. 
It was the crude producer during the 
latter part of 1929 and the whole of 
1930 who showed great loyalty to the 
conservation movement and he did not 
get his reward. The output of refinery 
products in the desired proportions 
might have been kept in check by a 
logical price level of the refinery prod- 
ucts, both in Group 3 and f.o.b. Gulf. 
This would soon have reduced the inflated 
gasoline stocks, and it would have pro- 
longed the life of the Export Associa- 
tion. 

From January, 1928 to January, 1929. 
inclusive the f.o.b. Gulf quotations for 
64 deg. Beaumé gasoline showed the fol- 
lowing picture: 


F. O. B. Gulf Quotations 64 Deg. Beaume 


Gasoline 
Month Price 
(cents per gal.) 

January (1928) 84 
February 84 
March ‘ ike Bl, 
April : : Q 
May 9% 
June 9% 
July 1l 
August 12% 
September 12 
October 10% 
November. . 11’, 
es ee 1034 
I CE 6s 00s ttonaswuene eal 9% 


These prices show in general the same 
strong tendency as Group 3 during the 
same period although daily production 
rose from 2,348,000 bbls. to 2,647,000 
bbls. 

In Febuary, 1929 the United States 
Export Association was formed. The 
result was f.o.b. Gulf prices for 64 deg. 
Beaumé gasoline remained stationary at 
10 cents per gallon from February, 1929 
to January, 1930 when they changed to 
9.5 cents per gallon. 


WE see that the Gulf price move- 
ment, although influenced by the stabiliz- 
ing effect of the Export Association, 
showed the same tendency as Group 3, 
especially during the later months, when 
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Relation of price 


many export sales were closed well below 
the official Gulf price, as a result of the 
weakness in Group 3 and in the organ- 
ization of the Export Association. 

It is interesting to follow what hap- 
pened in the mean time in Roumania. 

It is possibly not generally realized in 
the United States to what extent other 
export markets influence Gulf quotations, 
but still it is a fact that prices f. o. b. 
Constanza (Roumania) do influence Gulf 
quotations very markedly. Oil shipped 
abroad from Roumania and oil shipped 
abroad from the Gulf compete in the 
same markets (Europe) and it is there- 
fore only natural that the influence of 
f. o. b. Constanza quotations on f. o. b. 
Gulf quotations and vice versa is very 
considerable. 

Although there was a gradual rise in 
production in Roumania the figures 
given show that it was not very consider- 
able. From the beginning of 1930 the 
rise became more marked. 
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Production in Roumania 


Month Bbl. per Bbl. per Bbl. per 

day day day 
1929 1930 1931 

January 89.300 100,700 135,400 

February 80.900 102,800 123,800 

March 24.800 111,300 124,400 

April.... 83.900 119,700 129,300 

May 87.400 120,800 134,900 

June 91,600 119,800 

oo 97,300 =—-:1115,100 

August 101,200 95,200 

September 98.000 106,400 

October. . 98,700 87,700 

November 97,900 97,900 

December 99.000 114.000 


riod when the United 
were seriously applying conservation 
threatened to undermine the American 
Export Association. It was in order to 
protect that Association that certain pro- 
posals were made for oil conservation, 
and on July 21, 1930 the Roumanian oil 
industry brought its production into bal- 
ance with its natural outlet, which means 
that with the exception of Russia world 
conservation had come into being. 

The immediate beneficial effect of this 
conservation movement in Roumania is 
shown by the following price figures: 


States producers 


730 Gasoline f. o. b. Constanza 


1930 (cents per gal.) 
January 10.99 
February 10.4 
March 10.5 
a 10.6 
May..... 10.5 
June.... 10.1 
July 9.9 
August 10.9 
September 10.9 
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In the meantime, that is to say in the 
Autumn of 1930, as we have seen, not 
only Group 3 prices of gasoline in the 
United States but also f. o. b. Gulf prices 
dropped constantly. The co-operation 
within the Export Association grew less 
and less, and in October, 1930, the Ex- 
port Association stopped quoting prices. 
The result is seen from the following 
figures for the last four months of 1930: 


64 deg. Beaume Gasoline f. o. b. Gulf 


1930 (cents. per gal.) 
ES. a eciisvundscvasae wenkueweaie 9.5 
October... . 8 
November 7.5 
December. . 6.38 


These falling f. o. b. Gulf prices of 
course brought down f. o. b. Constanza 
quotations: 


730 Gasoline f. o. b. Constanza 


1930 (cents. per gal.) 
September sd bea’ sine aloe 10.9 
October. . . Wl 
November 7.4 
December . 60 


We see that by October, 1930, as a 
result of dropping Gulf quotations, the 
price of 730 Gasoline f. o. b. Constanza 
had come down to a figure not higher 
than it was in the month of June before 
Roumania accepted conservation, and it 
was therefore quite understandable that 
the Roumanian oil producers began to 
faith in conservation. This grew 
worse in November. They reasoned that, 
before conservation, with a big produc- 
tion, the price they received for their 
export products was not lower (was in 
fact higher) than it was during con- 
servation. They did not (and could not) 
realize what had caused this drop in 
f. o. b. quotations in Constanza. They 
could not know the situation in the 
United States, and even if they did real- 
ize to the full extent the reaction of 
American prices on Roumanian prices, 
they could not understand why there 
any necessity for prices in the 
United States to drop during a period of 
very strict conservation and constantly 
improving stock position. 


lose 


was 


Roumania Abandons Conservation 


The result was that on December 1, 
1930, the Roumanian oil industry gave 
up conservation, and up went production 
as the accompanying table shows. 

We were now back to over-production 
in Roumania. Its affect was a very con- 
siderable drop in f. 0. b. Constanza quota- 
tions—such a drop that the lead of the 
export markets was taken away from the 
Gulf and transferred to Roumania. 
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730 Gasoline f. o. b. Constanza 


Month (cents per gal.) 
October (1930). . ‘ ca oc. ae 
November... .. i. —oe 
December..... -- 62 
January (1931) 5.1 
February 4.4 
March 4.5 
April... 1.6 
May 4.6 


During this whole period of the Spring 
of 1931 the laying down cost of gasoline 
on the European markets from Rou- 
mania was considerably cheaper than the 
laying down cost from the Gulf. Con- 
sequently prices in the Gulf had to follow 
f. o. b. Constanza prices: 


64 Deg. Beaume Gasoline f. o. b. Gulf 


Month (cents. per gal.) 
I i oh ors ov fo Da aca great ang 8 
November . te 
December... . 6.38 
January (1931) 5.94 
February 6.13 
March 5.94 
April 5.50 
May 5.13 

We see that, however much Gulf 
prices dropped, Roumanian prices 


dropped more, and it was therefore dur- 
ing this period of the Spring of 1931 that 
the European markets of consumption 
were entirely governed by Roumanian 
f. o. b. quotations, and that f. o. b. Gulf 
prices simply had to follow Roumania’s 
lead. 

The above figures show that, first dur- 
ing a period of three months f. o. b., 
Gulf quotations brought down the f. o. b. 
Constanza quotations (September, 1930 
—November, 1930), and after that, the 
f. o. b. Constanza quotations, during a 
period of six months, brought down the 
f. o. b. Gulf quotations (December, 1930 
to May, 1931). 


East Texas Enters the Picture 


Tue honor of returning the lead in 
the further destruction of the price level 
in the United States was reserved for 
East Texas. That field had in the mean- 
time been brought in. One cannot be 
surprised that the East Texas producers, 
having seen the slight financial ad- 
vantage which the producers in the Okla- 
homa City field had derived from ad- 
hering to conservation, were not inclined 
to submit to the same practice. The re- 
sult was the recent increasing production 
in the United States and the present very 
serious over-production. The production 
in the United States for the first seven 
months of 1931 was as follows: 


U. S. 1931 Production 


Bbl. per day 


January 2,129,000 


February. . 2,166,000 
March.. 2,239,000 
April... 2,437,000 
May.... 2,489,000 
June.... 2,467,000 
July (est., 2,493,000 
Although Venezuela, of course, has 


grown into a very important producing 
country, during the period 1929 to the 
middle of 1931 her production has, in 
general, been well controlled, and has not 
affected the markets much. That pro- 
duction was as follows: 


Production in Venezuela 


Barrels per day 





Month 1928 1929 1930 1931 
January 241.836 366.446 370,900 341,689 
February 240.706 §=366,530 385,734 342,005 
March 252.337 345.348 389,578 338.021 
April 267.156 386.421 359.419 311.514 
May 248.645 390.615 363.646 309,760 
June. 293.461 395,059 377.026 309.130 
July . 302.496 355 7 380.433 330.000 
August 293.310 381.529 382.033 
September 305.916 381.220 389.749 
October 327.969 376.315 380.784 
November 356.085 375.413 368.234 
December... 348.470 392.149 342.550 


We see that the production has never 
been as high as 400,000 bbl. per day. 
Before September, 1929, when the United 
States started the policy of conserva- 
tion, and after September, 1929 up to 
October 30, 1930 there was very little 
change in the production of Venezuela. 
Although the United States, and later on 
Roumania, after having allowed their re- 
spective productions to run wild, went in 
for conservation, Venezuela kept its own 
production at an approximately constant 
level, notwithstanding that an important 
new field was brought into production. 
Of course Venezuela has never over-pro- 
duced as the United States did in 1929, 
and Roumania in the first half of 1930, 
although her operators could easily have 
produced during the whole period under 


consideration considerably more than 
they did. One cannot blame_ the 
Venezuelan producers for considering 


that they had done their share by keep- 
ing their production all the time below 
400,000 bbl. per day. By the time Rou- 
mania dropped conservation, and East 
Texas was brought in, in other words, 
by the time the United States and Rou- 
mania both gave up conservation, Vene- 
zuela decided to reduce its production 
for the common good! Statistics of pro- 
duction in Venezuela during the last two 
two months of 1930 and the first six 
months of 1931 show this. 


Venezuelan Regulation 


Ir the sacrifice which the Venezuelans 
took upon themselves had synchronized 
with the period when the United States 
producers and the Roumanian producers 
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applied conservation, the beneficial result. 
would not have been wasted. The lack 
of organization in the industry, as a re- 
sult of which each country in turn makes 
sacrifices, but never all at the same time, 
is decidedly pathetic! It is somewhat 
comparable with the activities of the al- 
lies on the western front in the World 
War before there was unity of command. 
It is not unnatural that from July 1, 
1931, one of the largest producers in 
Venezuela formed the opinion that it was 
no use submitting to such drastic reduc- 
tion of production if at the same time 
East Texas was producing hundreds of 
thousands of barrels for which there was 
no outlet. The result has been a larger 
production in Venezuela in July of this 
year than in June, as the following fig- 
ures show: 


June (est.) 309,130 bbl. per day 
July (est.) 330,000 bbl. per day 


Russia 


ANOTHER country about which I must 
say a few words is Russia. The Rus- 
sians have never subscribed to conserva- 
tion. On the contrary they are boasting 
about their increasing production. This 
boast is a pretty poor one, because, of 
course, any of the other producing coun- 
tries could easily have increased its pro- 
duction far more than the Russians if it 
had wanted to do so. In fact, when one 
considers that, although the Russians 
have tried to increase their production 
as much as they could it has gone up 
only from 200,000 bbl. per day in the 
beginning of 1928 to 400,000 bbl. per 
day in the beginning of 1931 one can- 
not help feeling what a very poor per- 
formance this has been. The point that 
most interests us here, however, is to 
what extent did the Russian exports af- 
fect world markets? The exports of all 
products from Russia from 1928 to 
March, 1931, in barrels per day, were 
as follows: 


Russian Exports, of All Products 


Barrels per day 
Month 1928 1929 1930 1931 


January... 43.029 50.659 62,524 72.807 
February 37.562 50.736 91,112 103,775 
March... 50.617 67,440 107,331 93,618 
April ‘ 72,394 74,823 90,244 ..... 
May eats 58.793 83,090 112,406 
June..... 62.587 87,262 79,996 .... 
eee 55.517 68,054 92,981 ... 
August..... 57.673 78.358 84,357 
September 66.808 92.834 85.876 
October. ... 61.733 79,079 87.458 
November.... 59.213 72.289 85.925 ..... 
December.... 58.555 76.699 89.691 ..... 


We see that over this whole period the 
increase in Russian exports was not more 
than, say, 50,000 bbl. per day. The in- 
crease in Roumanian production over the 
same period was 64,000 bbl. per day, 
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while the increase in exports over that 
period was 85,000 bbl. per day. 

The increasing exports from Roumania 
must therefore have had more effect on 
world markets than the increasing Rus- 
sian exports. If one compares the in- 
crease in Russian exports of 50,000 bbl. 
per day between January, 1928 and 
March, 1931 with the increased produc- 
tion in the United States, not over a pe- 
riod of more than three years, but over 
a period of only five months (the pro- 
duction in the United States in January, 
1931 was 2,129,000 bbl. per day, and in 
May, 1931, it was 2,489,000 bbl. per day, 
an increase of 360,000 bbl. per day) 
it is clear that the refusal of the Rus- 
sians to show that sense of world co- 
operation that all the other producing 
countries have shown up to now (al- 
though it must be admitted, as a result 
of lack of co-ordination with not very 
gratifying results) should be no excuse 
for not trying to save the industry from 
the disastrous results which further lack 
of co-operation between the different 
members of the industry is bound to 
bring about. 

I have not spoken about the countries 
where a single main oil company occupies 
a predominating position (Colombia, 
Persia, Dutch East Indies), because in 
all those countries during the whole pe- 
riod under consideration the production 
has been stabilized or even reduced. In 
fact one can say that in those countries 
the policy of conservation has been ap- 
plied more rigidly than in any other part 
of the world. Mexico was not discussed, 
as its production has been constantly on 
the down grade. 

I have not spoken about countries of 
production of secondary importance 
(Peru, Trinidad, etc.), because of their 
very small influence on world markets. 
Neither have I spoken about markets 
that supply only their own needs (Ar- 
gentina, Poland, etc.) because, even if 
their production had increased to a 
marked extent, which it did not, it goes 
without saying that such countries 
should not be requested to restrict their 
production as long as they do not yet 
supply their own internal trade. 


Conclusions 


Mily conclusion is that at this time 
last year we were very near to a suc- 
cessful world crude oil conservation. We 
failed however, to show the necessary 
constructive determination to consolidate 
that position. As a result of high crude 
oil prices during a period of over-pro- 
duction and growing stocks (which high 
prices accentuated the over-production, 
and saddled the industry with such huge 


stocks that it may take years to work 
them off) followed by low crude oil 
prices during a period when there was 
no over-production and when the stock 
position was improving, we undid the 
Export Association, and we allowed Rou- 
mania to slip back into over-production, 
which destroyed the already undermined 
price level. This meant that when East 
Texas was brought in we had nothing to 
show the producer there that the re- 
sults of conservation would compensate 
him financially for the sacrifice. And 
thus we were landed where we are at 
present. We must now repair the dam- 
age. That is more difficult than to have 
avoided it. 

Not only the financial, commercial and 
industrial, but also the political situation 
of a large part of the world must be con- 
sidered as so precarious, and so seriously 
endangered by the disastrous over-pro- 
duction of some of the raw materials, in- 
cluding oil, from which they derive their 
income, that it is our duty not only to 
ourselves but to the world as a whole to 
put the oil industry’s house in order by 
international co-operation. We must 
bring world production down to such a 
level that not only will the present over- 
production come to an end and excessive 
stocks gradually be worked off, but that 
drilling will be brought into line with 
the required production. Only a world 
arrangement can achieve this. Local ar- 
rangements mean that by turns we make 
sacrifices, but, by lack of synchroniza- 
tion, never reach our goal. 

A difficulty in the world-wide applica- 
tion of conservation may be thought to 
be the policy followed by the Russians, 
but the figures given above show that the 
influence of Russian production on the 
world’s markets must not be exag- 
gerated. In addition to that, the Rus- 
sians so greatly need a paying price for 
their exports if they are to avoid a finan- 
cial disaster that they will be most re- 
luctant to destroy the better price struc- 
ture by attempting to increase their own 
exports. 

The United States, being by far the 
largest oil-producing country, the pro- 
ducers there must logically take the lead. 
Without them nothing can be done. The 
development of the world since the War 
has been such as to make everybody look 
to American initiative, just as much in 
oil matters as in international politics. 


v 


Owing to the very great pressure on 
editorial space this month, the third 
article on “Water White Color in Gas- 
oline” will not be published until the 
October issue of WORLD PETROLEUM. 
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The Strasburg Lubrication 


Variety and Position of Delegates Indicates Im- 


portance Attached to Problems of Lubrication by 


Leading Industrial and Educational Organiza- 


tions in Europe and the United States 


STRASBURG, FRANCE. 

A LUBRICATION CONGRESS composed 
of official, industrial, and scientific or- 
ganizations from nine European coun- 
tries and the United States was held at 
Strasburg from July 20 to 26 of this 
year. The Congress, presided over by 
M. Dumanois, in charge of the Technical 
Department of the Office National des 
Combustibles Liquides, confined its at- 
tention to technical and scientific mat- 
ters, and avoided discussion of economic 
questions such as marketing. 

This official and international Con- 
gress is the continuation of an interest- 
ing meeting held in Bordeaux in 1930 by 
a group of industrialists who claim the 
honor of being the first to emphasize the 
importance of lubrication to the indus- 
trial world and to national economy. The 
Congress, this year, was organized by 
the Office National des Combustibles 
Liquides, and under the direction of 
Louis Pineau deals with all problems re- 
lating to petroleum in France, and by 
the Ecole National du Petrole, which 
was founded in Strasburg in 1924. 

In recent years a definite lubricating 
policy has begun to emerge from the 
mass of information available on the 
laws of lubrication, although the actual 
composition and properties of lubricants 
are still very little known. Interest in 
the subject was apparent on the part 
of the Air and Navy Departments, the 
Compagnie Francaise des Petroles, tech- 
nical schools, universities, chambers of 
commerce, and industrial associations, as 
well as prominent industrialists, who 
were present to meet representatives of 
producing and importing firms. Interest 
and enthusiasm was displayed by nu- 
merous other countries who sent dele- 
gates, including: from Germany, Pro- 
fessors Stern, Tausz and Erk, Mr. Wolk- 
mann and Dr. Muller, representing the 
“Verband Deutscher Chemiker”; Messrs. 
Southcomb and Kelly from England; Dr. 
3atta of Liége and Mr. Vincent of the 
Belgium Railways Companies; Dr. 
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Bohnenblust of the B.B.C. Laboratories, 
Baden, Switzerland; Mr. Herschell of 
the Bureau of Standards, Washington. 

Communications were divided up into 
three sections: studies; manufacture; 
and use of oils; but the first section had 
much the longest program. This pro- 
gram revealed the effort being made at 
present by numerous laboratories, espe- 
cially the Ecole de Strasbourg, towards 


acquiring greater knowledge of the 
physico-chemical structure of mineral 
oils. 


Dr. Tausz of Karlsruhe spoke on his 
work concerning viscosity changes ob- 
tained by diluting oils into certain solu- 
tions, particularly toluol, and drew 
conclusions therefrom as regards lubri- 
cating values. 

Other speakers had studied the chem- 
ical constitution of oils by either analysis 
—as in the case of Messrs. Louis and 
Benoit of the Ecole du Pétrole—or by 
synthesis—as in the case of Professor 
Hugel, Strasburg, who has manufactured 
heavy molecules of known composition by 
treating pitch with water at high tem- 
peratures and comparing these with 
various industrial oils. Dr. Erk, of 
3erlin, spoke on a comparative study he 
had made of oil specifications at low 
temperatures. 

Mr. Vellinger, of Strasburg, rendered 
an account of interesting researches 
made in regard to interfacial tension, 
the measurement of which is proposed 
as a refinement and alteration test in- 
stead of the present method of measur- 
ing the emulsification tendency, which is 
only conclusive on used oils. 

The measurement of physical charac- 
teristics, particularly relative viscosities 
and the freezing point, gave rise to lively 
discussions and numerous communica- 
tions. Mr. Southcomb, England, sug- 
gested using a simple device for measur- 
ing dynamic friction in the unctuous 
phase, thus enabling unctuosity to be ex- 
pressed in figures. Mr. Louis, Strasburg, 
recommended an interesting test method 
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by distillation in cathodic vacuum. 

Several communications related to 
pyrogenations, optical studies and the 
phenomena of adsorption. Mr. Salomon, 
Strasburg, rendered an account of his 
wide research work on the in-vivo altera- 
tion of steam turbine oils, following on 
similar researches in the alteration of 
transformer oils. 

Communications made on the use of 
oils were divergent in nature and vari- 
able in interest. Dr. Batta, of Liége, 
made an important contribution to the 
study of wire rope lubrication in mines. 

The French Navy Department repre- 
sentative emphasized the difficulty aris- 
ing from the purchase of oil by tender. 
This Department is planning to study, 
in co-operation with competent oil firms, 
new purchasing conditions to ensure bet- 
ter lubrication of the machines and mini- 
mum wear, as well as lowest lubrication 
expense. 

Finally, these discussions led to a few 
important conclusions :—abandonment of 
several tests of no real significance, such 
as that of the freezing point, the Con- 
radson test, the tar test; and of certain 
points of view such as were formerly 
published on the degree of refinement. 

Retention, for the present only, of 
most of the other physical tests. 

Replacement of all relative viscosity 
measurements by absolute 
tests. 

Standardization of analysis methods 
based on the draft presented by the 
Chambre Syndicale des Importateurs 
d’Huiles Minérales. A commission will 
be formed for the purpose of consulting 
foreign organizations in an effort to ar- 
rive at conclusions which will be effective 
in all countries, although, of course, re- 
visable. 

This tendency towards international 
co-operation appears again in expres- 
sions of desire for a co-ordination of 
research methods and the organizing of 
international congresses every three 
years for example, in different countries 
in turn. 

It was finally admitted that the ma- 
chine is the last judge of the value of a 
lubricating oil and that, in consequence, 
close connection between the mechanic 
and the laboratory is indispensable. 

It seems possible that the Congress 
may mark a constructive step in the di- 
rection of a wider disemination of 
knowledge on the science of lubrication. 


viscosity 
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New Las Morochas power plant of the Venezuelan Gulf Oil Company. 


Eleetrifying Gulf’s Maracaibo Oil Fields 


Starting With Pumping Units the Venezuela Gulf 


Oil Company Will Gradually Extend Electrical 


Power to All Its Drilling and Loading Activities. 


Win the exception of a few wild- 
cat wells, all drilling and pumping in the 
Venezuelan oilfields until the last few 
months has been by steam power, and 
gas engine. Particularly has this been 
the case along the margin of Lake 
Maracaibo, where the boilers erected on 
piles about 300 to 500 ft. from the wells 
are familiar sights on the _ skyline, 
steam pipes being carried along cat- 
walks over comparatively shallow water. 
In fact it is the shallow nature of this 
vast inland sea, with its salt water at 
one end, fresh at the other, and brackish 
in between, that makes the advantages 
of electrification even more apparent than 
they would be if the field was located on 
dry land. At its deepest point the lake 
is about 120 ft. deep, and at present, as 
well as for many years to come, drilling 
will probably be confined to sections 
where the depth is less than 50 ft. Only 
in a few places is the water of greater 
depth. In the Maracaibo Basin a change 
in power is just commencing, and before 
many years electrification of the oil fields 
will be greatly expanded. 

Following two years study, two of the 
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By K. W. Johansson 


major oil companies operating in Vene- 
zuela decided to electrify their properties 
along the east side of the lake, and thus 
solve many of the troublesome problems 
encountered in production with wells 


Step-down substation alongside 


well at Ambrosio Field. 





located out in the water, and at the same 
time effect economies in operation. Due, 
however, to the present extensive curtail- 
ments in drilling and production it is 
probable that the full benefits to be de- 
rived from the new power system will 
not be felt for several years. At the 
present time the use of electric power 
will be virtually restricted to pumping 
wells; but as activity is once more re- 
sumed, it probably will be applied to 
drilling; pumping oil from the flow, or 
pick-up, tanks on the lake, to the storage 
tanks on the shore; pumping from stor- 
age to the tankships, pumping water, and 
for lighting and power for the work- 
shops and camps. As the various field 
boilers now in service become worn they 
will be discarded and replaced with elec- 
trical units. 

The Venezuela Gulf Oil Company, 
and the Lago Petroleum Company simul- 
taneously decided on electrification pro- 
grams, and a preliminary outline of 
their plans was given in WorLp 
PETROLEUM for October, 1930. Both 
companies proceeded independently, and 
completed their work almost the same 
time. This article is confined to the 
Gulf’s operations, and the story of the 
Lago installation will be given in an 
early issue. 

Plans called for a 15,000 kw. turbo- 
generator power station, located on the 
Gulf’s property at Las Morochas, and 
consisting of four units in a steel build- 
ing. Only two units are installed at 
present, each consisting of a Westing- 
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Transmission 


line pole, 
Cabimas. 














Step-up substation at Las Morochas. 


house turbo-generator having a capacity 
of 2,500 k.w., 2,300 volts, 3-phase, 60- 
cycles, 3,600 rpm, under an_ initial 
steam pressure of 250 lb. per sq. inch. 
Condensers provide a vacuum of 27 
inches at the exhaust. Cooling water 
for the condensers is drawn from Lake 
Maracaibo, and suitable intake and dis- 
charge tunnels have been provided. 
Steam at the required pressure is sup- 
plied by two water-tube boilers of 1,000 
hp. capacity each. The future instal- 
lations will be similar to the above, ex- 
cept that they will have capacity of 5,000 
k.w. each. 

Gas supplied from the Lagunillas field 
is being used normally for fuel although 
there is provision for auxiliary oil firing 
in the event of any interruption to the 
gas supply. The installation includes 
transformer step-up substation, stepping 
the voltage from 2,300 to 33,000 volts, 
water and fuel storage tanks, residences 
for employes and the usual appurtenances 
incident to a power plant, and was 
planned by the Gulf and Westinghouse 


Electric International Companies’ engi- 
neers in collaboration. Because of the 
brackish nature of the water evaporators 
are used for the boiler feed water, and 
this is properly filtered for drinking 
water purposes around the camp. 
Simplicity of design was the controlling 
factor in the planning of this station, 
which otherwise is of conventional type, 
except that the customary storage bat- 
tery for relay oreration and control of 
circuit breakers was eliminated and 
all equipment designed for A. C. 
operation, 

The most interesting part of this de- 
velopment is undcubtedly the transmis- 
sion line, which is built entirely ‘over 
water along the lake shore. By locating 
it in the water it was unnecessary to 
clear a right of way in the jungle, and 
the high-tension poles can also be used 
for the 2,300 volt distribution lines 
which, of course, saved considerable ex- 
pense. 

Two three-phase circuits, 33,000 volts, 
go out from the power house trans- 


One of the twin turbo-electric units at Las Morochas power plant. 
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former station to a distributing tower 
in the lake 688 ft. from the shore at Las 
Morochas, from which the present 
circuit passes towards the North and a 
future circuit will extend to the South— 
each branch having a length of approxi- 
mately 21 miles. The ultimate total 
length of this transmission line will 
therefore be about 42 miles, ending in 
the Rodriguez No. 4 zone, north of 
Ambrosio on the northern section, and 
the Lagunita parcel, near Pueblo Viejo, 
on the southern section. 

Commencing at the distribution 
tower, the transmission line is built over 
the waters of Lake Maracaibo closely 
paralleling the shore line. The line is 
from 200 to 2,300 ft. from the shore, 
depending upon the shoreline contour 
and the depth of the lake, due considera- 
tion being given to avoiding unneces- 
sary angles in the line. The line is pro- 
jected to allow a maximum amount of 
protection to navigation on the lake, as 
such shipping as can approach the shore 
in three feet of water will not be hin- 
dered by the overhead transmission lines. 
Truscon-Weltrus steel poles and struc- 
tures are used for the transmission line, 
from which the conductor wires are sus- 
pended. These structures are of several 
types to suit local conditions. At angle 
points special angle structures are pro- 
vided, and along the tangents specially 
guyed structures are introduced at fre- 
quent intervals to strengthen the line. 
At all important wharf crossings as well 
as at the channel crossing at Cano Tasa- 
jeras, special high pole structures are 
located. Altogether there are nine types 
of structures. 

Substations are located on the line; 
at Ambrosio to serve the area in the 
vicinity of the Rodriguez No. 4 zone; 
at the Superior parcel to serve the wells 
in the Cabimas area, and at Punta 
Benitez and near the mouth of Rio 
Tamare on the northern section. On 
the southern section future substations 
will be located in Miraflores Parcel, Lago 
Parcel and Laguna Parcel. At these 
substations the 33,000 volts is stepped 
down to 2,300 volts, for local distribu- 


tion, which is further reduced at the 
2,300/440-volt substations for serving 
the wells. 


A uniform spacing of 657 ft. is carried 
out between poles as far as possible. 
Steel reinforced aluminum cable having 
a diameter of 0.447 in. and weighing 
184.5 lb. per 1,000 linear ft. is used. A 
tension of 1,300 lb. per wire, insures that 
the sag in the center of the span is not 
greater than eight feet at 125 deg. Fahr. 
The structures and poles carry three 
circuits in all, together with one static 
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wire at the top of the poles. The static 
wire is grounded at each pole, and is 
intended as protection against electro- 
static disturbance from lightning, which 
is prevalent here during the rainy 
season. 

The upper cross arms carry the three 
33,000-volt wires, two on one side and 
one on the opposite side, having a hori- 
zontal clearance of 7 ft. 10 in. and the 
vertical distance between two adjacent 
wires is 6 ft. 0 in. The 33,000-volt lines 
are hung from the cross arms on porce- 
lain suspension type insulators, tested 
to withstand 60,000 volts per insulator 
per unit. 

The minimum elevation above water 
level of the 33,000-volt line is 47 ft. at 
the center of the span, under the high 
tension line, and 7 ft. lower on each side 
of the structures is suspended the 2,300- 
volt distribution lines, leading from the 
step-down substation in either direction. 

There are two 2,300-volt circuits, one 
leading to about midway between sub- 
stations, the other stopping at about one- 
half the distance from the substation to 
the midpoint. Branches are tapped off 
from these 2,300-volt lines, as required, 
passing through transformers to the 440- 
volt service lines directly to the wells. 
The 2,300-volt lines are suspended from 
their cross arms, 42 ft. high on poles, 
using one insullating unit for the sus- 
pension. The same size and type of 
wire is used for both 33,000-volt and 
2,300-volt lines, with like tension, bring- 
ing them at a minimum distance from 
the water surface of 40 ft. 

At the important wharf crossings, 
poles 87 ft. in height are used instead 
of the standard 65 ft. pole, and are of 
the semi-dead and special crossing type. 


Combination oil and gas burners 
on boilers. Upper connections for 


oil; lower for gas. 
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Derrick floor; house in background contains reduction gear and pumping motor. 


This additional height provides a mini- 
mum clearance of 45 ft. at all such 
crossings. 

All steel poles and substations are 
supported on Westinghouse hollowspun 
concrete piles, the tops of which are four 
feet above the water level. The guy 
anchors, where required are also hollow- 
spun concrete piles, and where more 
than three guys are required from any 
anchor, double piling is provided with a 
concrete cap into which the anchor bolts 
are secured. Piling was driven by pile 
drivers mounted on barges, and crane 
barges were used for erecting the poles. 
Motorboats are used for inspection. 

The substations are built under the 
transmission line, on concrete platforms, 
approximately 20 ft. square, supported 
on hollowspun concrete piling, and the 
platforms are 8 ft. above the water level. 
This is to deter anyone from coming into 
accidental contact with any of the ap- 
paratus of the substation. The height 
of structure of the substations is such 
as to provide the same clearance for 
the line as the poles. 

There are installed at these substa- 
tions three 500 k.v.a. single-phase, 
33,000/2,300-volt, 60-cycle transformers; 
and out-door switch house containing 
one transformer circuit breaker and four 
feeder circuit breakers with necessary 
instrument transformers, meters, relays, 
lightning arresters and disconnecting 
switches. 

From the stepdown substations the 
2,300-volt line is run on the lower part 
of the pole under the high tension line 
as previously described, and then at 
convenient points is tapped and run over 
wood poles to the 2,300/400-volt sub- 
stations for further distribution to the 
different wells. 


To obtain the best’ transmission 
characteristics possible and to minimize 
telephone interference, the 33,000-volt 
line was transposed between each sub- 
station. 

In pumping oil wells it is imperative 
that any shut down should be for as 
short a period as possible. Since most 
of the difficulty experienced in the pump- 
ing of oil wells is due to sand, rod or 
tubing trouble, the equipment that will 
pull rods and tubing quickly and get the 
well back to pumping is the most eco- 
nomical to use. 

With this in mind, the Venezuela 
Gulf Oil Company selected the two speed 
15/35 hp., 440-volt, 12/6, pole-wound 
rotor oil-well type motors, with suitable 
air break gas protected type control. 
The low speed, low horsepower connec- 
tions are used for pumping, and the high 
speed, high horsepower connections are 
used for pulling rods and tubing. These 
motors were designed by Westinghouse 
with a specially high pull-out torque on 
high speed connections in order to take 
care of the short time peak loads en- 
countered in hoisting operations. The 
motors are directly connected to West- 
inghouse-Nuttall OP-11 double-reduction 
gear units, which are connected by chain 
to the draw works for pulling operations, 
and directly to counter balanced cranks 
for pumping operations. 

In conclusion, it may be stated that as 
the field men get accustomed to using 
electricity in performing the different 
operations required for the production 
of oil, the use of electricity will be ex- 
tended to all purposes, including wildcat 
drilling out in the jungle, where Diesel- 
electric drilling equipment, which has 
worked out so successfully in the United 
States will be adopted. 
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Step-down 
sub-station at 
Ambrosia. 














E,. w. SINCLAIR, president, Sinclair 
Consolidated Oil Corporation, returned 
to the United States from Europe on 
August 25. 

v 


T. wv. Jacks, resident director, 
Anglo-Persian Oil Company, has _ re- 
sumed his duties at Tehran, Persia, 
following a visit to England. 


v 
AK, 1. Fry, assistant general manager, 
Standard Oil Company of Venezuela, is 
back in Maracaibo after having enjoyed 
a vacation in the United States. 


v 
Canrvos PAIVA, until recently man- 
ager of the Parahyba, Brazil, branch of 
the Shell organization, has been recalled 
to Rio de Janeiro. 
Vv 
Par uenry, chief geologist, Rich- 
mond Petroleum Company, Venezuela, 
recently returned to his office following 
a vacation in California. 
v 
HerMAN WILLEM KALJEE, formerly 
with the Richmond Petroleum Company 
in Venezuela, kindly communicate with 
the Netherlands Consulate at Maracaibo. 


v 
W. w. wInTERs, field engineer, of 
the Carter Oil Company, Tulsa, Okla- 
homa, subsidiary of the Jersey Stand- 
ard, is traveling through Venezuela and 
Colombia visiting the oil fields. 
v 
F. cL. praysrook, well known in Peru 
as production superintendent for the 
International Petroleum Company, has 





returned to his home in _ Petrolia, 
Ontario. 
v 
B. . TANNER, assistant chief chem- 
ist at the Aruba Refinery of the Pan 
American Petroleum and_ Transport 
Company, has returned to Aruba follow- 
ing a vacation in the United States. 
v 
Wi. c. pDICKERMAN, president of 
the American Locomotive Company, and 
of Alco Products, Inc., returned to the 
United States during the middle of 
August, following a tour of England, 
France, Germany and Italy. 


v 
A. N. BAYLISS and N. A. Gass, deputy 
general managers in Persia, Anglo- 
Persian Oil Company, are in England 
on vacation. 
Vv 


sw. iw. BURFORD, field manager, 
Lobitos Oilfields, Ltd., has concluded his 
vacation in Great Britain and has re- 
turned to Peru. 


v 
ALEX. M. HAMILTON, foreign sales 
manager, American Locomotive Com- 
pany and Alco Products, Inc., has just 
made a trip from Paris, France, to 
Roumania and Yugo-Slavia. 


v 


C. w. srratrorp, Stratford Engi- 
neering Company, recently spent a few 
days in Paris in connection with a pro- 
ject to form a company to design and 
construct oil refineries in collaboration 
with Alco Products, Inc. 


Figure heads in the inter- 
national petroleum indus- 
try: left to right, Sir Rob- 
ert Waley Cohen, chair- 
man, United Oilfields of 
Trinidad; Sir John T. Car- 


gill, chairman, Burmah 
Oil Company, and _ Sir 
Henri W. A. Deterding. 


director-general of the 
Royal Dutch-Shell organi- 
zation. 


Photo. “Daily Express,’ London 





Living quarters at the new Las 


Morochas power plant of the 
Venezuelan Gulf Oil Company— 


See page 543. 


Victor HENNY, European repre- 
sentative, Universal Oil Products Com- 
pany, is enjoying a vacation at La 
Baule, France. 

Vv 

Cuares HAMILTON, Venezuela Gulf 
Oil Company, assistant to the vice 
president in New York City, arrived in 
Caracas on July 23. Hoyt Sherman, act~ 
ing general agent for the Gulf in 
Maracaibo, made the trip to Caracas by 
plane .to meet him. Mr. Hamilton has 
since returned to New York. 


v 


F, G. RAPPAPORT, general manager, 
British Controlled Oilfields, Ltd., Vene- 
zuela, returned recently to Maracaibo 
from his home in England where he had 
been called following the death of one 
of his two sons, who was killed in an 
accident occuring on the cricket field. 

Vv 

WALTER CARRINGTON, head of J. F. 
Martin Engineering Company in Mara- 
caibo, is on vacation in the United States. 
J. P. Church of the same company re- 
cently returned from Maturin where he 
completed a contract for the Standard 
Oil Company of Venezuela. 

Vv 

BD. v. pJALALOFF, general manager, 
Soc. Francaise de Recherchez au Vene- 
zuela, recently left Maracaibo for 
France on a vacation. 
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H. L. Doherty Engages in Newspaper War 


Well-Known Oil and Power Man Acts as Con- 


tributing-Editor. 


Purchases 


Half-Interest in 


Kansas City Journal-Post in Order to Answer 


Attacks by Kansas City Star. 


Hhexey L. DOHERTY, president of 
Cities Service Company, whose faculty 
for doing things in startling and unusual 
ways often has brought him into public 
notice, has surprised the members of the 
oil industry by plunging into the pub- 
lishing business. Mr. Doherty’s latest 
venture was the result of a controversy 
with the KANSAS CITY STAR, published 
in Kansas City, Mo., U. S. A., arising 
from the efforts of that journal to bring 
about a reduction of gas rates in Kansas 
cities where public utilities corporations 
of the Doherty group are operating. 

As in most public quarrels there is a 
lack of agreement among the parties 
concerned as to the issue involved. The 
KANSAS CITY STAR, a newspaper very 
influential in the Middle West and 
particularly in the State of Kansas, has 
been asserting that the rates charged 
for gas in that State by companies in 
the Cities Service group are too high 


and should be reduced. Under its 
prodding, Gov. Woodring of Kansas, 
acting through the State securities 


bureau, attempted to bar the sale of 
Cities Service stock on the ground that 
the financial statements of the company 
were not issued in the form required 
by Kansas law. Mr. Doherty declares 
that the Governor is being used as a 
tool by the managers of the newspaper 
and that the latter seek to ruin Cities 
Service in order to set up companies of 
their own or that will be subservient to 
them, 

Asserting that the KANSAS CITY 
STar’s attacks upon his companies and 
himself amounted to persecution Mr. 
Doherty announced early in August that 
he had bought a half interest in a com- 
peting newspaper, the KANSAS CITY 
JOURNAL-PosT, in order to have a 
medium through which to meet these 
attacks. The contract under which the 
purchase was made is an unusual one. 
While Mr. Doherty owns half the shares 
of the JOURNAL-POST publishing com- 
pany it is provided that only 40 percent 
of these shares shall have voting nower. 
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Control of the publication remains in the 
hands of the other owners, W. Laurence 
Dickey and Marion Sharp, who have been 
connected with the management of the 
newspaper in the past. 

Mr. Doherty’s agreement with the 
other owners provides that he shall hold 
the position of “contributing editor,” and 
shall be allowed to express his own views 
without restriction over his uwn name in 
the columns of the journal. Its regular 
editor;s; shall have equal freedom to ex- 
press their opinions without regard to 
those of Mr. Doherty. The agreement 
presents the interesting possibility that 
diametrically opposing views may be 
expressed in adjourning columns 
although it is not considered likely that 
this will happen. It is provided also 
in the contract that Mr. Doherty shall 
be allowed to purchase advertising space 
in the KANSAS CITY JOURNAL-PosT at 
the same rates as those allowed to its 
most favored advertisers. 

Publication of this agreement has 
created a sensation in press circles in 
the United States. While it is not un- 
known for corporations or individual 
business men to own journals primarily 
to advance their own interests or to 
avoid attack, this practice is unusual and 


is generally frowned upon. So strong 
is public feeling upon this subject that 
when it was revealed in a Congressional 
investigation in 1930 that partial owner- 
ship of a number of newspapers was 
held by the International Paper and 
Power Company these _ publications 
hastened to free themselves from this 
connection. In the case of Mr. Doherty 
and the KANSAS CITY JOURNAL-POST the 
relationship is perfectly open and above- 
board, the facts having been published 
as soon as the agreement was made. 
Newspaper comment on the arrangement, 
however, is almost uniformly unfavor- 
able. It is held that the position and 
influence of the publication will be im- 
paired by the connection thus established, 
and that Mr. Doherty’s avowed object 
of gaining a better outlet for state- 
ments that he may wish to make and a 
fairer hearing for his views will not be 
realized. 

Mr. Doherty’s essay into editorial and 
publishing activities is only part of the 
vigorous campaign that he has started 
against the newspaper that aroused his 
ire. He instituted a libel suit for $12,- 
000,000 against the KANSAS CITY STAR, 
addressed a telegram to the Postmaster 
General at Washington demanding that 
the journal be excluded from the mails, 
urged the Secretary of Commerce to 
take action against the STAR and against 
Gov. Woodring of Kansas whom he 
accuses of being subservient to it, and 
applied to the trustees of the Nelson 
estate to declare that the contract under 
which the KANSAS CITY STAR was sold 
by the estate to former employes had 
been voided by the action of the latter. 


Petroleum Engineering Handbook 


Tus second edition of this well- 
known oil engineering handbook is now 
available for immediate shipment. The 
editorial content is entirely different 
froin the first edition. Forty authors 
have contributed as many papers on sub- 
jects of vital interest to every engineer 
in the petroleum industry. Each author 
was selected for his knowledge of the 
subject matter, his actual field experi- 
ence and his standing in the industry. 
Each paper is specific and deals with 
actual field and refinery practice, ac- 


companied by the necessary graphs 
and tables to make the data so given of 
usable value to the reader. 
Approximately one-third of the book 
is given over to drilling and producing; 
one-third to refining and one-third to 
pipe line transportation and storage, a 
well rounded editorial content with a 
very high reference value, a book which 
every engineer in the industry should 
have available. Copies may be obtained 
from WORLD PETROLEUM, 153 Waverly 
Place, New York City, U. S. A., at $5.00. 
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Daily Daily Runs Gasoline IMPORTS 





Production to Stills Stocks Total Gasoline 
bbl. bbl. bbl. bbl. bl. 
Week Ending July 25....... 2,477,261 2,514,100 37,359,000 1,338,000 612,000 
504,946* 
Week Ending August 1...... 2,490,423 2,381,300 36,742,000 846.000 ** 
597,551* 
Week Ending August 8...... 2,551,807 2,439,600 35,881,000 923,000 172,000 
654,246* 
Week Ending August 15..... 2,498,500 2,492,000 34,534,000 1,913,000 664,000 
738,050* 
Week Ending August 22..... 2,608,250 2,458,400 34,068,000 


815,000 60,000 

Underlined figures indicate improvement in statistical positien— decrease in production, 
runs to stills, gasoline stocks or imports. 

* Production of the Rusk-Gregg field, East Texas. 

** No gasoline imports for the week ending August 1. 








Proration — Martial Law 


eB UsT as WoRLD PETROLEUM closed 
for press last month it was enabled to 
report that Governor “Alfalfa Bill” 
Murray of Oklahoma had issued an order 
shutting down all flush fields of Okla- 
homa, the same order providing for the 
enforcement of the shut-down by martial 
law, the State National Guard being 
mobilized for service in the oi! fields. 

Declaration of the martial law was 
based on a local statute, reading as fol- 
lows (Section 7,955, Statute 1921): 
“That the taking of crude oil or petrol- 
eum from any oil-bearing sand or sands 
in the State of Oklahoma at a time 
when there is not a market demand 
therefor at the well at a price equivalent 


ably strengthening the 
position. 

In the meantime the Texas Legisla- 
ture, sitting in special session, refused 
to enact any law that would effectively 
prorate the State’s flush fields. Faced 
with the failure of the legislature to 
provide any relief to the State’s huge 
oil industry, Governor Ross S. Sterling 
advised the House and the Senate that 
unless a conservation law was passed he 
would be forced to resort to martial 
law in order to stop the flow of the East 
Texas field. Whereupon, a few hours 
before the scheduled adjournment of the 
special session, a conservation bill was 
passed by the legislature, and immediate- 
ly signed by the Governor. 

The new Texas oil conservation bill 


Governor’s 


to the actual value of such crude oil or provides: that the railroad commission 
petroleum is hereby prohibited.” may prorate production to prevent 
waste; that an oil-gas ratio may be 


THE order was preceded on July 28 
by an ultimatum to the crude oil pur- 
chasing companies that unless such com- 
panies posted immediately a price of $1.00 
per barrel for the Oklahoma crude, the 
martial law and the shut-down would 
be declared. None of the oil companies 
complied with the ultimatum. Inci- 
dentally on August 5, the oil proration 
laws of Oklahoma upon which Gov. 
Murray based his executive order for a 
shut-down were held valid by the U. S. 
Federal Court at Guthrie, the same court 
vacating the Champion Refining Com- 
pany’s temporary injunction against the 
Corporation Commission thus consider- 
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established; that underground waste 
caused by the premature intrusion of 
water into any producing well or wells 
producing from the same stratum, re- 
sulting from improper drilling or pro- 
ducing methods may be prohibited; that 
natural gas waste in any form may be 
prohibited; that burden of proof in court 
cases will be on the complainant; that a 
penalty of $1,000 per day for violation 
may be assessed, and that a special tax 
is to be levied to pay for enforcement of 
the law. 

The bill was signed on August 12, 
and at first it appeared as though the 
Governor would rely entirely upon the 


new law for the curtailment of the Rusk- 
Gregg field. However, the sky-rocketing 
production in that field evidently altered 
the original decision, and on August 17 
the Governor signed a proclamation de- 
claring martial law and a complete 
shut-down of the Rusk-Gregg field. 

In his proclamation Governor R. S. 
Sterling stated that because of open re- 
bellion of certain East Texas operators 
against the conservation laws and their 
reckless and criminal handling of the 
producing wells, the land and royalty 
owners were preparing to take the law 
into their own hands, thus necessitating 
the declaration of martial law. The 
Texas House of Representatives on 
August 19 approved in effect Governor 
Sterling’s martial law declaration when 
it voted down a resolution demanding 
an explanation of his act. 

It is too early yet to pass a definite 
judgment on the application of martial 
law and troops to purely economical 
problems. However, as WORLD PETROLE- 
UM stated in its May issue, it is very 
evident that no other measure could 
have possibly achieved in such a prompt 
way the reduction of the flood of cheap 
East Texas oil. To that extent the 
actions of Oklahoma and Texas are con- 
sidered by many oil men to have been 
warranted. 

The immediate result of the action of 
Texas and Oklahoma was a drop of about 
950,000 bbl. per day in the total produc- 
tion of the United States. Crude oil 
prices stiffened immediately, though 
major purchasing companies apparently 
hesitated to increase prices and thus 
justify the radical measures of the two 
Governors. Minor refineries turned 
their attention to Kansas hoping to 
secure some cheap production; but such 
is not available in any appreciable 
volume, and also the example of Okla- 
homa and Texas had considerable in- 
fluence on Kansas officials, who are now 
considering similar action. 


Natural Gasoline Priees 


Tue shut-down of flush fields in 
Oklahoma, first by producers’ strike, 
followed by the action of the Governor, 
reduced the natural gasoline production 
to but a fraction of the former total. 
The natural gasoline which a few months 
ago was a drug on the market at 1 cent 
per gallon, is now quoted at 5 cents per 
gallon with but a small quantity being 
available. 


Pipe Lines 


"THREE major gasoline pipe lines were 
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completed and put into operation during 
the last month. The Great Lakes Pipe 
Line Company from Oklahoma _ to 
Chicago, Milwaukee and Minneapolis, 
with 30,000 bbl. per day capacity, de- 
rives its motor fuel from the refineries 
of the Tulsa district. The Phillips 
Petroleum Company pipe line serves the 
refineries of the Texas Panhandle, trans- 
porting the gasoline to St. Louis. The 
Sun Oil Company completed an exten- 
sion to Syracuse and Binghamton, the 
gasoline being shipped from the Sun’s 
Philadelphia refinery. 

The gasoline pipe lines are thus 
becoming a major factor in the oil mar- 
keting business, and are past the age of 
an experiment. The railroads will be 
a major sufferer, because the traffic lost 
to the pipe lines cannot be substituted 
by any other product under existing 
conditions. 


Rusk-Gregg — East Texas 


For the week ending August 12, 
before the field was closed, the official 
Rusk-Gregg production averaged 738,035 
bbl. per day from a total of 1,578 wells. 
Seventy-four new locations were made 
during that week, indicating the con- 
tinuation of the rapid development. Of 
the total indicated production the trunk 
pipe lines moved 446,150 bbl. per day, 
the railroads 201,942 bbl. per day, while 
40,541 bbl. per day went to local refiner- 
ies and 49,402 bbl. per day to the field’s 
storage. 


Greater Seminole—Oklahoma 


Tue Governor’s order affected but 
about one-half of all wells in the Greater 
Seminole fields. Of the 2,688 wells with 
155,000 bbl. per day allowable under the 
proration, 1,533 wells continued produc- 
ing, making 61,538 bbl., or an average 
of but 40 bbl. per day per well. The 
wells permitted to produce were either 
those affected by salt water, or the ones 
producing under 25 bbl. per day. 


Oklahoma City—Oklahoma 


Tue Oklahoma City field was ex- 
tended one-half mile to the Southwest by 
a 20,000 bbl. per day Wilcox Sand well, 
Phillips and Shell No. 1 Egermeir. This 
extension always has been considered 
within the proven area, and consequent- 
ly it does not enlarge the potentialities 
of the field. 

Under the shut-down ordered by the 
Governor, the Oklahoma City field pro- 
duction declined to around 1,500 bbl. per 
day, from the recent high of 250,000 bbl. 


Hobbs — New Mexico 


SALT water made its first appearance 
on the southwest side of the Hobbs field. 
Three wells began showing considerable 
proportion of salt water, thus indicating 
that if the field had not been prorated, 
it would have followed the Hendricks 
field of Texas, and would have been 


v 


flooded very rapidly. The Hobbs field 
potential of over 1,000,000 bbl. per day 
is accordingly a_ theoretical figure, 
because open production there would not 
have lasted very long above the 200,000 
bbl. per day mark. 

BASIL B. ZAVOICO. 


v 


French Oil Notes 


In spite of overproduction all the 
world over the S. A. E. M. PECHEL- 
BRONN has just obtained from the 
French Government a further permit to 
drill for oil and gas at Haguenau 
(Alsacian, France). The new conces- 
sion covers 15 km. 95 hectares of land 
in the districts of Schwindratzteim, 
Wattenheim, Nommenteim, Weinger- 
steim; etc. ... 


v 

French statistics for the importation 
of petroleum products during the first 
six months of 1931 show an increase of 
1,779,690 bbl. as compared with the same 
period of the previous year. 

Total petroleum importations for the 
month of June amounted to 2,884,775 
bbl. as against 1,819,380 bbl. in June, 
1930. These importations have cost 
France Fr. 1,038,507,000 comparing 
favorably with imports in 1930, for a 
lesser quantity of products valued at Fr. 
1,502,866,000. 


World Oil Production Figures—Official 


All figures furnished direct to World Petroleum by Governments, except where otherwise specified 





(Conversion 7 bbl. = 1 ton) 
Total 1930 
(revised) JANUARY FEBRUARY MARCH APRIL MAY JUNE Total6 months JULY 
(barrels) (barrels) (barrels) (barrels) (barrels) (barrels) (barrels) (barrels) (barrels) 
United States. ... 896,265,000 65,991,000 60,645,000 69.375.000 73,101,000 77.164.000 75.116,000 421,414,000 77.321 ,0007 
Venezuela......... 141,652,832 10,579,707 9,806,034 10,705,814 9.579.784 9.834.545 9.519.825 60,043,709 10,339,028 
Russia & Sakhalin 129,955,417 12,072,900 11,141,900 12,654,600 12,318,600 12,796,000 12.989,900 73.973.000 13.931.400 
Persia...... 43,549,323° 3,201,156° 3,079,132¢ 3,081 ,260° 3,442,341° 4.296.642° 4.558,950° 21.659.481° 4.404,106° 
Roumania.... 39,876,589 4,233,810 3.570.000 3.856.020 3,850,000 4,195,100 3.990.000 23.694.930 4.046.0005 
Ry 39,529,639 2,890,903 2.563.986 2.819,430° 2,761,039 3,080,603 2.960.496 17.076.456 3.129.042 
Dutch East Indies. . 38,722,250 3,226,854 3,225,000 3.200,0005 3,000 ,000° 3.000,000° 3,000.000° 18.651.8545 3,000 ,0005 
Colombia. . 20,343,176 1,657,694 1,565,425 1,774,865 1,467,429 1,479,452 1,435,185 9,380,050 1,490,524 
ee 12,455,888 986,902 662.022 1,131,155 914,342 762.624 512,900 4,969,945 1.005.712 
Trinidad........ 9,419,804 831,522 744,518 844,534 798,134 788,528 817.761 4,814,998 842.884 
Argentina...... 9,001,671 898,007 796,578 875,400 833,700 1,038,780 1.063.500 5,505,965 1.022.900 
India (British) 6,936,315 662,604 635,743 705,568 553,912 563.126 568.980 3.726,9155 570.0005 
Sarawak...... 5,251,541 326.956! 231,090 314,927 309,876 302.295 293,151 1,778,305 288.806 
ee 4,645,550 390,600 350.700 381,500 357,000 372.155 357.500 2.209.455 377,300 
Japan & Taiwan 2,250,000° 197,500° 195.0005 195.0005 195,000° 195.0005 195.0005 1.172,500° 195.000 
Egypt..... 1,977,660 196,021! 158,210 162.225 160,573 152,418 149.646 979.093 143.311 
Ecuador 1,596,238 137,531 120,145 126,544 117,763 169,111 164,467 835.561 177.085 
Canada 1,535,827 179,711 155,651 160,358 153,705 156,392 148,284 954,101 155.0008 
Germany 1,209,185 127,894 98.000 100,030 77,833 95,438 96,999 596.194 97,930 
Re 980.0008 100.0005 100.0005 100.0005 100,000° 100.000° 100.000 600 .000° 100.0005 
RL 23. is es odd id eames 516,642 40.0752 40,075? 40,075? 40 000° 40,000° 40.000 240.2255 40.000° 
Czecho-Slovakia and others... . 220.0005 25,9005 25,9005 25,9005 29,0005 29,0005 29.000 164.7005 29.0005 
Winaws ssc dideretesesenaneree 1,407 880,547 108,945,248 99,910,109 112,650,215 114,179,031 120,611,209 118,107 543 674,442,337 122 .706.028 
14 weeks to February 6th. 2 Official total, lst quarter 120,225. *4 weeks to April 17th. ‘Estimates. ‘* Anglo-Persian Company's figures. ‘A.P.1. figures. * Actual 
production in Iraq probably higher than official total. 
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Propuction Review 


Progress: 1931 


Propuction for the first half of 
1931, although representing an increase 
of approximately 35 percent over the 
figure for the corresponding period last 
year, falls short some 30 percent of the 
current plan at present. 


Official Soviet Figures for Operations 





Crude Runsto _ Drill- 
Production Stills ing 
(bbl.) (bbl.) (ft.) 
Jan. 1 to June 31. 73,973,900 64,949,500 1,018,540 
SR er 13,931,400 12,248,600 228,706 
eae 87,905,300 77,198,100 1,247,246 


IT is obvious and generally admitted 
that the tempo of the Plan’s progress has 
slowed down since the beginning of the 
year. More important than the slow- 
ing down of the rate of increase in pro- 
duction, runs to stills, and gasoline and 
kerosene output, is the falling off in the 
efficiency of labor and the drilling speed 
per rig per month, which is given as 88 
and 68 percent of the Plan, respectively. 
Cost of production exceeds the estimate 
by 10.4 percent, and drilling cost fails 
to meet the optimistic forecast of the 
plan by 35 percent. 

All these shortcomings are largely due 
to disorganization and lack of trans- 
portation facilities. In reference to 
transportation the size of the handicap 
may be seen from the fact that require- 
ments for the petroleum industry in 
motor transportation were estimated at 
275 cars and 700 trucks for 1931: the 
Supreme Economic Council approved 
only 170 trucks. Of these only 13 have 
been delivered in the first half of this 
year. 

Delay in bringing approximately 130 
new wells into production may be at- 
tributed to lack of lumber, cement, and 
casinghead and drilling pipe; while the 
number of wells shut down due to lack of 
compressor equipment, although not ac- 
curately known, is understood to be large. 


Refinery Construction 


DD irricutties in bringing new refine- 
ries into operation are assuming 
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alarming proportions, and are mostly 
attributed to mismanagement, _ineffi- 
ciency, and inadequate planning. Do- 
mestic equipment manufacturing plants, 
hastily put into commission with a view 
to reducing importation of refinery 
equipment, are invariably late in de- 
liveries and fail to correlate their ac- 
tivities with those of the oil industry. 
Many of the refineries completed within 
the past six months are idle at present 
due to the lack of a few important parts. 

In addition to the complete list of re- 
fineries published in WORLD PETROLEUM 
for July, it is now possible to give a 
resumé of refineries actually completed 
in the first half of this year. Some of 
the plants in the accompanying list are 
under steam at present, but the greater 
number are still waiting to be put in 
operation. 


Refineries Completed During First 


Half 1931 
Annual 
Capacity Cost t 
BAKU (bbl.) (Rbls.) 
2 Graver pipestills (domestic 
manufacture).............. 4,600,000 1,500,000 


2 Winkler-Koch cracking 
SR ee een rear . 2,100,000 3,500,000 
2 Pipe stills, second distil- 


| EAR rere 1,800,000 2,000,000 
1 Max Miller bright stock 
RR rye 280,000 5,500,000 


1 Foster Wheeler pipe still 4,600,000 5,380,000 
BATOUM 

3 Foster Wheeler pipe stills 8,800,000 35,000,000 
GROZNI 


4 Badger pipe stills......... 4,600,000 2,000,000 
4 Winkler-Koch cracking 
Ore . 4,200,000 7,500,000 


1 Reconstructed wax plant 


JAROSLAVI 
1 Winkler-Koch cracking 


16,500* 1,800,000 


560,000 1,800,000 
t+ One ruble = 50 cents 


Future construction at Baku and 
Grozni will be confined to enlarging ex- 
isting plants in an attempt to increase 
the output of lube oils, asphalt and other 
important by-products. New refineries, 
however, are planned for important 
points of consumption and the accom- 
panying table, replacing that given on 
page 436 of the July issue, gives the 
points and capacities planned. 


Locations for Future Refinery Construction 


Location Annual 

Capacity 

(bbl1.) 
DRO iivicicswssrviiiiimoinnn:n. « ae 
ES err ear ear mae ae 45,000,000 
Liski (Voronmesh)................. 12,000,000 
Samara....... ee eee 9,000,000 
EERE ee eae aa 6,000,000 
TEE a ee eT 10,500,000 
IETS ESS array Pre eee ee 6,000,000 
EL, co i. cones eowsho nas 6,000,000 
nein 5 caches dnn eee 9,000,000 
Cina 6e dl clas aiken nee cama Reede 3,000,000 
Sa ha dasa aie Ga noe Baan acai 6,000,000 
TT eee Ul 


Serious difficulties are anticipated in 
the construction and operation of these 
new refineries, arising particularly from 
inadequate supplies of material and labor. 


Pipe Line Policy 


Tue principal change in the construc- 
tion of pipe lines in the immediate fu- 
ture consists of concentrating on lines 
from the fields to refineries at consump- 
tion points instead of lines from refineries 
to seaports for export. First plans under 
the new policy call for the completion of 
the line from Armavir to Nikitovka, de- 
signed to carry tractor fuel to the fer- 
tile agricultural area of the Ukraine. 

Building plans for 1932 call for the 
completion of the Maikop-Armavir line, 
which will be joined to the Grozni-Dne- 
propetrovsk pipe line leading eventually 
to the connecting of the Grozni-Armavir 
line with the line at present under con- 
struction from Nikitovka to Dnepropet- 
rovsk. The Armavir-Liski pipe line will 
be completed during 1932. In the fol- 
lowing year, this line will probably be 
extended to Moscow taking the place of 
the crude line to Moscow, plans for which 
have been cancelled as announced in 
these pages several months ago. By the 
end of 1933 it is planned to complete the 
Emba-Aktiubinsk line and enlarge the 
present Grozni-Armavir line, giving it 
a capacity of 70,000,000 bbl. of Maikop 
crude to be refined at Armavir. 


v 
Big Land Diesel Engines 


Tere are indications that the big 
power interests of the United States will 
turn to Diesel engines, and in high 
powers, far more extensively than they 
have done in the past. Action is likely 
to be expedited by the order recently 
placed with the General Machinery Cor- 
poration (Delaware) of Hamilton, Ohio, 
by the city of Vernon, California, for 
five Hamilton-M.A.N. oil engines of 7,000 
b.hp. This Diesel power station will be 
among the largest in the world, exceeded 
only by that in Shankhai, China. 
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Paris: August 


Extreme nervousness has charac- 
terized the tendencies of the Paris 
Bourse during the past month. It has 
reacted like a sensitive plant to every 
bit of information, good or bad, con- 
cerning the Anglo-German financial 
negotiations, and the volume of busi- 
ness concluded has been negligible. 

On August 4, the time limit expired 
for the different companies, who have 
obtained licences to import crude oil, to 
signify their acceptance or refusal of 
the conditions imposed by the decrees of 
April 4. These conditions were unani- 
mously accepted before the expiration 
of the time limit, and there is no doubt 
that capital will be solicited for the con- 
struction of the refineries in question; 
the Compagnie Francaise des Petroles 
alone will probably require several hun- 
dred million francs, which it may be 
difficult to find at present. 


No dividend is to be distributed this 
year by the Cie. Standard Franco 
Américaine, which announces a _ net 
profit of Fr. 11,975,075. This sum in- 
cludes, however, the balance of Fr. 
7,604,622 carried forward last year; 


ceeceevverereer eer eer eee eee eeeeeeeeeeeeeteeseeeneeeeeeeeesee 


Finance 
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profits for 1930 therefore, in reality, 
only amount to Fr.. 4,370,453. 

Last year’s balance of Fr. 7,604,622 
also figures on the company’s debit ac- 
count together with Fr. 3,948,273.45 
written off for amortization and Fr. 
3,833.20 for general expenses. This 
leaves a surplus of Fr. 418,297 which, 
with the unanimous consent of the share- 
holders, is to be carried forward. 

In their report the board of directors 
drew the attention of the shareholders 
to the fact that the dividends received 
by the Standard Franco Américaine 
from her subsidiary companies had 
greatly diminished during the last twelve 
months, and that whereas in June, 1930 
Fr. 250 was obtained for an hectoliter 
of gasoline, in August of the same year 
the price had fallen to Fr. 237, and in 
June, 1931 to Fr. 150. No allusion was 
made to the existing prices of petroleum 
products in the United States in this 
conjunction. 

Price slashing, particularly of Russian 
and Roumanian oils, on the European 
market caused considerable inventory 
loses during the second half of 1930 to 
the company. Even if the decline in 
prices could have been forseen it could 


Paris Bourse Prices 


not have been adequately met, as the 
French law requires oil companies to 
carry three months reserves in stock. 


A sEconD extraordinary meeting of 
the S. A. Pechelbronn’s shareholders 
was held on July 29. Mr. Herren- 
schmidt, who presided at the meeting, 
said that to obtain satisfactory re- 
sults in the refining business, a min- 
imum of 2,450,000 bbl. of crude oil was 
necessary. Pechelbronn’s licenses only 
cover 1,260,000 bbl. of products. There- 
fore, they deemed it advisable to obtain 
a controlling interest in the “S. A. Brest 
Port Pétrolier,” which has a capital of 
Fr. 2,800,000 and an importing license 
of 1,575,000 bbl. This will enable 
Pechelbronn to dispose of a total of 
roughly 2,625,000 bbl. 

In order to conclude this arrangement, 
Pechelbronn’s shareholders were asked, 
and agreed, to authorize a maximum in- 
crease in capital of Fr. 119,000,000 
bringing the total up to Fr. 200,000,000, 
and also to consent to the issue of new 
obligations to the extent of Fr. 100,000,- 
000, which could be subscribed as and 
when the board of directors thought 
necessary. 


Financia results obtained by the 
Société Francaise Lemoine for 1930 
are deplorable. The balance sheet shows 
a deficit of Fr. 5,902,313 and the share- 
holders refused to approve the accounts 
submitted to them by the board of direc- 
tors, with the result that all the members 
of the board were obliged to resign “en 
block.” A new board was elected who 
will, it is stated, probably reduce the 
company’s capital from Fr. 47,000,000 
to Fr. 10,000,000. 


Tue Soviet organization for the dis- 
tribution of the Soyousneft’s petroleum 
products in France, Belgium, Holland, 














1931 July 15 to August 12 Spain Portugal, etc.—known as _ the 

ti “S. A. des Produits du Naphte Russe,” 
Div. Par Share First High Low Last Change 7 ‘ 
30 Let oie tumatiiain os os es e +h announces a net profit of Fr. 2,484,075 
savnas 500 Lei Colombia......... 71 79 69 69 —2 for 1930. The company is distributing 
50 Lei S00 Lei = Comcordia.................. 55 76 52 533 2 a dividend of 5 percent to shareholders, 
PP eaeN 500 Fr. Cdre. Gén. des Pétroles act.. aa ‘as aia - : P . ] 
seers 500 Fr Cdre. Gén. des Pétroles part. .. 1050 910 910 ae and is making more than an ample re- 
wineait 500 Fr Franco Pol. Pétroles act... .. 55 61 55 58 +3 serve for depreciation by transferring 
ws aeeben Franco Pol. Pétroles part... . se a“ oe = tone 0 1 to reserve fund after 
18 10% Franco Wyoming........... 2700 325i2Ts—( a2 1 Fr. 2,109,871 to the res . 

20 Fr 500 Fr.  S.G.desHuilesdePétrolesact. 280 302 280 2 +17 having already put aside Fr. 124,203 
seseee  seeees ‘a " part. 9% = 108 92 —- =< against legal reserves. The S. A. des 
nie . i Pétroles.... ee ee Ke +“ : 7 i . 

2 ae : sas a ano 165 800 Produits du Naphte Russe has a working 
70 Fr. 500 Fr. _LilleBonnieresColombesprio. 765 825 762 805 +40 capital of Fr. 5,000,000, and is interested 
sian = . - = = = hlUSlUmlU in the Société Petronaphte, which in its 

er 500 Fr. Malopolska act.............. 23 34 23 7 +4 : pain 

sine Seabee Malopolska part............ 166 183 M40 M40 —26 turn is a subsidiary of the S. A. 

‘teem some Mexican Eagle.............. 43 50 43 50 +7 Petrofina. E. J. ANDRE. 

eee 250 Fr. Omnium Inter. des Pétroles. 98 110 98 105 +7 

50 Fr 500 Fr IN i:6c-cwobeelewwnne eal 647 601 ae haiti v 

60 Fr 500 Fr. PU oncccccsscveveecen 446 505, 446 460 +14 - ey - 

240 FI 1000 Fl Royal Dutch..............-. 20700 22600 20000 ©=.20100 |» —600 New York: August 

24 Fl 100 FI Royal Dutch 1/10........... 2075 2300 2015 = = BRecent developments in the Mid- 

suyee 1¢£ _ Se ae 316 337 280 — : : 

25 Fr 500 Fr Steaua Francaise........... 183 211 183 2110 +-28 Continent have tended to strengthen the 
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feeling in the financial world that the 
demoralization in the oil industry occa- 
sioned by overproduction of crude has 
seen its worst phases. 

It would perhaps be premature to 
predict substantial improvement before 
the end of the year, and it is quite prob- 
able that the present display of strength 
in the oil shares will be followed by 
weakness later on when it is realised 
that the difficulties besetting the industry 
are too deep and far reaching to admit 
of any over-night solution and recovery. 
However, unless unforeseen obstacles 
arise, such as a substantial decline in 
gasoline consumption, it appears that 
the underlying positions of both gasoline 
and crude divisions are shaping toward 
stabilization and laying the groundwork 
for real recovery in 1932. 


Tue merger season in the oil in- 
dustry seems to be getting well under 
way. In addition to the Socony-Vacuum 
deal and the imminent Sinclair grouping, 
comes official announcement from Cali- 
fornia that representatives of Standard 
Oil Company (New Jersey) and Stand- 
ard Oil Company of California have re- 
sumed discussions, tentatively initiated 
more than two years ago, and have de- 
cided that a merger is desirable. W. C. 
Teagle and K. R. Kingsbury, presidents 
of the respective companies, and certain 
of their associates, are conferring on 
the West Coast. 

Although this merger would not re- 
sult in a unit operating in all sections 
of the United States, it would bring 
under one management about one-fifth 
of the total invested assets of the in- 
dustry in this country. Combined assets 
of about $2,400,000,000 would rank it 
on a par with U. S. Steel Corporation, 
both companies being exceeded only by 
American Telephone and _ Telegraph, 
whose assets amount to more than 
$3,000,000,000. Territories in which the 
two companies operate do not overlap, 
and it is believed that no active opposi- 
tion from the Government will arise. 


ALTHOUGH reduction in Standard of 
Indiana’s dividend rate from $2.00 to a 
$1.00 basis was accompanied by official 
expression of hope that the lower rate 
would be only a temporary necessity, 
this decline in their personal income will 
not be welcomed by stockholders and 
will be taken as an indication of a poor 
1931 report to come. However, some en- 
couragement can be drawn from the re- 
marks of President Seubert in announc- 
ing the reduction: “Our action is not 
occasioned by pessimism regarding the 
outlook. Although it is still difficult to 
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see what lies ahead for business in 
general, we have confidence in the future. 
The prospect for beterment in the oil 
industry is stronger at present than it 
has been for many months. Standard 
of Indiana’s own business is showing de- 
velopments which must be regarded as 
encouraging. The trend as to volume of 
sales is better than it has been for some 
time, thought with lower prices.” 


Fo.iowinc report of half year net 
loss of $20,959,506 after interest and 
reserve charges, directors of Shell Union 
deemed it advisable to omit the quarterly 
dividend of $1.37% due at this time on 
the 5% percent preferred. Continuance 
of payments during the first six months 
completely eliminated surplus account 
leaving a deficit for this item as of June 
30 of $3,238,000. Management did not 
feel warranted in increasing this deficit, 
even though large reserves have been 
built up through ultra-conservative ac- 
counting policy and could be drawn upon 
if desired to replenish surplus account. 
For the first half of this year charges 
to reserves totaled $22,710,368, or more 
than the reported net loss. 


Serconp quarter earnings of Standard 
Oil of California equal to 10 cents per 
share of capital stock were about in line 
with expectations and brought net for 


the half year to $5,643,968, compared 
with $19,718,525 earned in the first half 
of 1930. 


Ir has been learned that after two 
years of intermittent negotiations, agree- 
ment on all but a few minor points has 
been reached among important groups of 
stockholders of each company for merger 
of Sinclair Consolidated, Tide Water 
Associated, Prairie Oil and Gas, Prairie 
Pipe Line and Rio Grande Oil. Under 
the plan a new holding company, prob- 
ably to be called either Associated 
Petroleum or Commonwealth Petroleum, 
would be organized and would exchange 
its shares for those of the various com- 
ponent companies. It was said that 
Sinclair and Prairie Oil and Gas would 
receive share for share, while Tide Water 
Associated would receive eight new 
shares for each ten deposited, and 
Prairie Pipe Line fourteen for ten. 

Publication of this information was 
immediately followed by a detailed state- 
ment by President Byles of Tide Water 
Associated, who said that insofar as his 
company was concerned no official de- 
cision had been reached as to whether 
such a merger was economically justi- 
fied or as to what ratio of exchange 
would be considered equitable. He 
characterized the report of an agree- 
ment being reached as premature. 


New York Stock Prices 


July 27 to August 15 


1931 Current OE _ 
— ——~ Div. $ per Stock Sales Net 
High Low Annum (Par Value) (Shares) First High Low Last Change! 
23% 11% 1.00 Atlantic Refining (25). ... 22,800. 15% 16% 144% 16% +1% 
14% S% 2O tw... «=©Baawmodialll **A” (25). ...... 30,200 83% 85% 7 84 —\ 
3% 4% Colon Oil (No)... ........ 2,300 1% 1% 1% ea 
12 5 Continental Oil (No). .... 47,400 8% 9% 8 9% + \% 
3% 2 .... Creole Petroleum (No).... 6,100 25% 25% 2% 2% —X\ 
754% 38 1.50 Gulf Oil Corp. (25)....... 6,500 54 63 534% 62% +84 
72 49% 2.00 Humble Oil & Ref. (25)... 2,600 61% 65 58 «6S +3 
18% 9% 0.50 Imperial Oil, Ltd. (No)... 13,900 12 13% W% 138% +1% 
45% 2 .... Indian Refining (10)...... 1,700 2% 2% 2% 2% + 
15% 8% 1.00 International Petr. (No). . 18,100 11% 13% 11% 13% +1\% 
19% 7 sss Ohio Oil (No)............ 18,100 10 10% 9% 10% +4+% 
36% 24 *0.40 Pan Amer. P. & T. ‘B’ (50) 300 «26 29 26 29 +% 
16% 4%  «.... Phillips Petr. (No)........ 77,600 8% 9% 7 9 + % 
20% 6% Prairie Oil & Gas (25)..... 4,200 10% 1% 9% WK 41 
11% 5% | 15,300 8 8% 1% 834 + % 
6% 1 .... Richfield Oil (No)........ 5,300 1% 1% 1% 1% + % 
425, 24% 12.27 Royal Dutch N. Y. (13%) 8,900 263% 273% 25% 27% + % 
20% 10% .... Seaboard Oil (No)........ 59,200 14% 15% 138% 158% +% 
104% 4% Pee Shell Union (No)......... 28,400 6% 6% 5 6% + % 
15% 6% ~~ Sinclair Consol. (No)... .. 105,300 104% 11% 916 11% + % 
12% 3% .... Skelly Oil (25)............ 5,500 5 7% 4% +%™Mm +2% 
51% 31% 2.50 Standard OilofCalif.(No) 45,000 3614 3954 355% 39 +25% 
38% 19% 1.00 Standard Oil, Ind. (25)... 81,500 245, 27 225% 26% +2% 
235% 155% 1.60 Standard Oil, Ky. (10).... 8400 18% 19% 18% 19% + % 
52% 30% §2.00 Standard Oil, N. J. (25)... 116,100 36% 40% 36% 40% +354 
26 13% 1.60 Standard Oil of N. Y. (25) 92,000 17% 19% 17% 19% +2 
454% 31 #1.00 Sun Oil (No)............. 2,800 37% 38 36% 38 —4 
36% 18 2.00 Texas Corp. (25).......... 40,400 23 25 22% 24% +1% 
9 4 er Tide Water Assoc. (No)... 38,500 5% 1% 5% 7% +1% 
26% 14 *2.00 Union Oil of Calif. (25)... 13,300 16% 17 14% 17 + \ 
69% 22% 2.00 Vacuum Oil (25).......... 32,200 4344 48% 43% 48% +54 
1% 5% Venezuelan Petr. (5)...... 1,400 4% % % ieee 


1 Since close of last month’s table. * Initial dividend, paid July 20, 1931. + Paid for 1930—no 


regular rate. 


t Also paid 2 percent in stock at close of 1930. § Including extras. 


# Also paid 


9 percent in stock at close of 1930. * Plus 4 percent in stock. 
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TTiwe WATER ASSOCIATED reported for 
the six months ended June 30 consoli- 
dated net loss of $1,077,464, after inter- 
est, reserve charges and inventory ad- 
justments. In the same period of 1930 
net income was $5,595,635, equal after 
prefered dividends to 58 cents per share 
of common. The West Coast subsidiary, 
Associated Oil, showed a net profit of 
$1,111,308 for the first half of 1931, 
while Tide Water Oil, operating on the 
East Coast and to some extent in the 
Mid-Continent, suffered a net loss of 
$2,008,571. Working capital is reported 
to be more than equal to the current 
market price of the common stock, and 
liquid funds alone are approximately 
equal to total current liabilities. 


BBarNspDALL CORPORATION, a medium 
sized independent unit operating in the 
Mid-Continent, reported half year net 
loss of $1,815,498, agaist profit in the 
same 1930 period of $3,367,440, and 
after dividends showed a deficit to sur- 
plus of $2,914,009. Despite the largest 
volume of business in its history, the 
company suffered heavy loss because of 
extremely low levels of oil prices. Due 
to these conditions directors decided to 
omit the 25 cent quarterly dividend on 
the common stocks which would have 
been due about the middle of August. 


Fottowinc practically unanimous 
approval of the merger by stockholders 
(see last month’s financial notes), shares 
of Standard Oil of New York and of 
Vacuum are being exchanged for shares 
of the new Socony-Vacuum Corporation 
and the latter stock has been listed on 
the New York Stock Exchange. The 
new company has declared a 40-cent 
dividend payable September 15, which if 
paid quarterly will be a continuance of 
the former $1.50 rate of Standard of 
New York, and equivalent to restoration 
of the former $4.00 rate of Vacuum 
which had recently been reduced to $2.00. 

C. C. BAILEY. 


Vv 
London: August 


Most of the oil news coming to hand 
during the past month has been unfa- 
vourable from the stock market stand- 
point. No domestic development of im- 
portance has taken place since the re- 
duction of 1d. per gallon in the British 
price of petrol towards the end of July, 
and any interest in the market has been 
derived principally from the United 
States. Nothing has yet occurred to 
convince operators that these efforts to 
control output in East Texas will be per- 
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London Stock Exchange Prices 


1931 Last Year's July 15 to August 15 
eww ee = OdDiv. % 
High Low per Ann. Share First High Low Last Change 
96 YG 3% Anglo-Ecuadorian % a% 945 bi 1, 
2% 1744 Anglo-Egyptian “"B” a 1% | OF | — \% 
2133, 1135, 15 Anglo-Persian : 2% 2% Met 1st lg 
5% 9 15 Apex Trinidad (5s.).. 13, 1345 Siet Moot lis 
3159 4g aves Attock..... see % % Mig 3% 
5 ie 3 *§ Brit. Borneo (6s.) Y% \% 3 3) iL, 
The 3, 6% Brit. Burmah (8s.) Bin 24, 3%, i, 
59 Mig icici Brit. Controlled (35)...... M46 359 1 1 
4 lie es Brit. Controlled Pfd. (35) ly \y 3 3 i 
3% 2116 2244 Burmah.. ; ; 21555 2% 2 23 uu 
1539 5) 12e. Canadian Eagle (No par) Myo 14g 1 
1lig %% re Creole (No par) 4 1745 i. 
53 lis ss bia Kern River (10s.). . ly ly 3 3 1 
1% 23, 10 eee 13 1% 1 \4 
17 59 5) 6 Mexican Eagle (34 Mex.). i a6 u 1 
36% 2434 40c. Pan American “"B* (350) 25 26 24% 26 1 
% 3\6 2% PONIES. 2 cccsacs 4 YG 3 3 1 
26° 5 15% 17 Royal Dutch (fl. 100) 17% 18%*% 164 164 1 
327 30 2! *174% = Shell Transport.... 2% 2195, 255, 23;, 
%x 32 4 Steaua Romana. 4 959 ot Tot 
1155, oe 7% Trinidad Leasehold. . er 113, 1% 1544 154, 4 
930 5 39 .... Utd. Brit. of Trinidad (6s. 8d.) Bie 36 559 3 — 
1255 1% 17% Venezuelan Oil Concessions 13% 1134, 1% 155. 


Nominal value of shares £1 unless otherw 


ise indicated by bracketed figures. 


* Denotes Tax-free dividend. + Denotes “‘ex-dividend”’ price. 


c. Denotes cents per share. 


manently successful, and the general be- 
lief expressed in London is that the pub- 
lic will keep out of oil shares until an 
improved American position is definitely 
reflected in statistics. The technical po- 
sition is sound enough, but business is so 
small that prices are sensitive. 


ANNUAL reports and meetings of the 
leading British companies having been 
disposed of, operators are devoting at- 
tention to the cabled results of Ameri- 
can concerns. The reports are consid- 
ered no worse than might have been ex- 
pected, but the Shell Union results for 
the June quarter were a mildly depress- 
ing influence on the shares of Shell 
Transport and Royal Dutch, which own 
between them over 60 percent of the 
Shell Union capital. Full advantage of 
the company’s depreciation and depletion 
allowances on a generous scale should 
accrue to the controlling group as soon 
as conditions in the petroleum industry 
take a turn for the better. 


BBy passing the dividend for the third 
year in succession, the directors of United 
Oilfields of Trinidad have called down 
the wrath of some of their shareholders. 
The company reported a gross profit of 
£106,257 for 1930, but heavy deprecia- 
tion allowances converted this into a net 
loss of £35,616. Sir Robert Waley Cohen, 
the chairman, explained at the annual 
meeting that there was no alternative to 
writing off the bulk of the cost of drill- 
ing. He added that the directors would 
soon be able to determine whether the 
present high cost of drilling was war- 
ranted. If the wells now producing 
maintaind their output fairly well, the 


company would be justified in continuing 
its present policy. A rapid decline in 
output, however, would prove that the 
field could not be made to pay in periods 
of low prices, and the whole situation of 
the company would have to be reconsid- 
ered. 


Becreasep production from the prop- 
erties of Trinidad Central Oilfields com- 
bined with lower prices to increase the 
company’s operating loss for 1930. Out- 
put declined by 14,782 bbl. to 129,304 
bbl. After provision for depreciation, 
there was a loss of £15,854 on the year’s 
operations, against a deficit of £3,715 in 
1929. There is now a debit balance of 
£45,896 at profit and loss, and the bal- 
ance sheet shows a surplus of liquid as- 
sets of only £21,760. The company is 
one of the big post-war disappointments 
of the market. It was formed in 1917, 
has a capital of £1,350,000, and paid two 
dividends of 10 percent per annum in its 
early career. No return however, has, 
been made since 1920. 


Beports are current that the Royal 
Dutch—Shell and Standard of New Jer- 
sey organizations are working together 
in the Roumanian oil fields, and petro- 
leum products market in a serious at- 
tempt to stabilize conditions; but this 
report has little market significance. 

ALEc. H. Day. 


Tue Federal Oil Conservation Board 
has published recently a compilation of 
the oil and gas conservation laws of the 
principal producing States of the United 
States. 








London: September 


A stupy of Lloyd’s Register of Ship- 
ping returns for the six months ending 
July 31 reveals that there is still con- 
siderable tanker construction activity; 
but that such activity is beginning to 
cool off and there is little to take its 
place. The firm of John I. Jacobs has 
concurrently almost with the Lloyd’s 
Register figures, issued its tanker 
chartering review for the first half of 
this year, and what Lloyd’s Register 
shows in statistics, Messrs. Jacobs say 
in words. They state, for example, that 
tankers under construction at the end 
of March, 1931 number 95 vessels of 
761,000 tons gross; the figures for the 
end of June have dropped to 77 ships 
with a total of 627,810 tons gross. 

At the end of June a year ago there 
were no less than 148 tankers under con- 
struction in world shipyards with a total 
of 1,110,058 tons gross. Of these 148 
only 17 were steamers, the total motor 
tanker tonnage being 975,308. The 
motorship total at March was 663,000 
gross tons while at the end of June it 
had dropped to 526,699. This does not 
indicate any changeover in the choice of 
owners from Diesel to steam; on the con- 
trary the percentage of motorship super- 
iority is well maintained; but is main- 
tained on a considerably falling world 
total. 
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Future Construction 


NNumpers of the vessels at present 
laid up, it is considered by tanker men, 
will never be used again, particularly the 
very old steamers which have been work- 
ing, in the dirty oil trades. Naval 
architects consider too that the tanker 
of the future may bear no sensible re- 
lation in many respects to the tanker of 
the past. The Anglo-Saxon Petroleum 
Company is undoubtedly leading the way 
with its 13% knotters towards a faster 
type of bulk oil carrier. The speed that 
they have now standardized, 13 to 13% 
knots loaded, seems likely to meet the re- 
quirements of oil carrying for a number 
of years. The Japanese in two specific 
cases have gone to an even higher speed 
and have built two vessels to which atten- 
tion has been called in these columns, 
It is likely that these ships have been 
designed from an Admiralty point of 
view, and may be required to accompany 
the fleet at sea. While it would be un- 
wise to dogmatise, it does not seem likely 
that tanker owners in general will want 
to go to such high speed, unless a tre- 
mendous difference takes place in the 
freight situation and unless the demand 
for carrying is considerably increased 
and will result in such ships being able 
to make extra voyages per year, thereby 
justifying their speed. It is the cheap- 
ness with which speed can be bought 


Tankers Recently Launched and Completed 


Name Owner 


CORBIS Royal Dutch Shell 


Builder 


Workman Clark and Co. 


Type of Engine 


North Eastern-Werkspoor 


Group Belfast, Ireland Twin-screw Diesel 
CAPSA Royal Dutch Shell R. and W. Hawthorn Leslie and Hawthorn-Werkspoor 
Group Co., Ltd., Hebburn, England Twin-screw Diesel 
MACUBA Royal Dutch Shell P. Smit Junr. Werkspoor 
Group Rotterdam, Holland Twin-screw Diesel 
CAPRELLA Royal Dutch Shell R. and W. Hawthorn Leslie and Hawthorn-Werkspoor 
Group Co., Ltd., Hebburn ,England Twin-screw Diesel 
GRECOCRUZ Shell-Mex Ltd. Lobnitz and Co., Ltd. 
Renfrew, Scotland 
LISE Consul General Ivar Wm. Doxford and Sons Ltd. Doxford O. P. Diesel engine 
Christensen, Oslo Sunderland, England 
BRALANTA Norwegian owners Gotaverken, Gothenburg, Sweden Gotaverken-B. and W. 


Hull sub-contracted to Caledon 
Sb. Co., Ltd. 


TELYO MARU 


NOREG H. M. Wrangell and 


Company. 


Arendal 


556 


Nippon Tanker Kaisha Yokohoma Dock Co., Ltd. 
Ltd. Yokohoma, Japan 


Burmeister and Wain 
Copenhagen, Denmark 
0. B. SORENSEN’ S.H. Smith Sorensen Kockums Mek-Verk. 
Malmo, Sweden 


Yokohoma-M. A. N. 
Twin-screw Diesel 


B. and W. 
Twin-screw Diesel 
Kockums M. A. N. 
Twin Diesel 


with Diesel engines, which has led 
Japanese owners to go to higher speed 
than customary, and it would have been 
possible to do this only with oil engines. 


Charter Market 


Ir is not possible to report any great 
influx of activity in the charter market 
nor indeed would this be reasonable to 
expect. Towards the end of the period 
under review, however, there has been 
what is described as “slightly more 
movement” in the clean and dark oil 
cargo market, although freight rates are 
still extremely poor. In clean oils there 
has been some enquiry for tonnage from 
the Gulf and Black Sea to Europe, a 
9,500 tonner having been chartered from 
California to Australia 18/- August 
loading. Enquiry also has been made 
for a 9,000 tonner from Russian Black 
Sea ports to Durban. 

A large vessel has been taken for the 
carriage of 10,000 tons crude oil from 
California to Japan at 45 cents, while a 
large ship was fixed from Constanza to 
Ceuta at 5/- and from Aruba to Tene- 
riffe, an American tanker of 11,000 tons. 
accepted 6/6d. for two August voyages. 

A. C. HARDY. 
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The X Y Z of Communism, by Ethan 
T. Colton (The MacMillan Company, 
New York, publisher, $3.50) is one of 
the most authoritative books recently 
published on the Russian Soviet situa- 
tion. The book is an interpretation of 
the Russian Communistic Bible, The 
A BC of Communism. The interpra- 
tation covers all phases of Soviet life, 
more particularly its industrial aspects, 
and is of considerable interest to stu- 
dents of the petroleum industry. 


Tonnage Power Speed Remarks 


Knots 
11,500 Dw. 4000 B. 13% Launched July 16 
11,500 Dw. 4000 B. 13% Launched July 17 
11,500 Dw. 4000 B. 13% Trial trip June 30 
11,500 Dw. 4000 B. 13% Trial trip July 7 
334 G. Launched July 7 
9,700 Dw. 30001. 1144 Trial trip July 14 


11,400 Dw. 12 Trial trip July 4 


12,320 Dw. 7200 B. 14'4 Made about 17 
knots on trials. 
11,150 Dw. 20001. 


Completed 


11,500 Dw. 23001. Launched 
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Tue mineral oil market continues 
weak and shows no indication of any 
immediate improvement. On July 18 
a reduction of 1d per gallon was made 
in the price of motor spirit, and the price 
of gas oil was reduced by 14d per gallon 
on July 13. No other changes have 
taken place. 


Motor spirit: Wholesale prices, de- 
livered in bulk, are as follows: 


Aviation No.1 No.3 
England and Wales and South 


DD adecenapickiehe we 1/5% 1/1% 11% 
SD nccxcencccescs . 1/6 1/2 1/- 
Rest of Northern Ireland. ..... 1/6% 1/2% 1/-% 
ee 1/6% 1/2% i1/-% 
SN ccscosntnaseuees 1/3% 11% 9% 
Rest of Irish Free State...... 1/4% 1-%&% 10% 


Wholesale prices in 2-gallon cans: 
Aviation and No. 1:1ld, and No. 3:1%d 
per gallon above bulk prices except in 
Irish Free State and Northern Ireland 
where they are 2d per gallon more. 


KKerosENE: Water white 844d per 
gallon, and Standard White 742d per 
gallon, in bulk, for London and home 
counties. Rest of England and Wales 
14d per gallon more. Barrelled oil ex 
wharf 3d per gallon above bulk prices 


Reerorr 


for both qualities of kerosene stocks. 


Gas om: In rail tank car loads, i.e. 
10 ton lots 314d per gallon and in smaller 
quantities of 1,000 gallons and upwards 
34d per gallon, net and naked, ex wharf. 


LusricaTinc oILs: The following are 
the market quotations: American pales 
£9/10/- to £21/-/-, American reds £10/7/6d 
to 4£15/10/-, American dark cylinders 
£9/12/6d to £21/10/-, and American 
filtered cylinders £16/-/- to £19/12/6d per 
ton, less 24% percent, barrels free, ex 
wharf. 


Fue. oms: Furnace fuel oil £3/7/6d 
per ton, in bulk, ex ocean installation, 
for inland consumption; for bunkers the 
price is the same, i.e. £3/7/6d per ton. 
Diesel fuel oil £4/-/- per ton, in bulk, ex 
ocean installation, for inland consump- 
tion; for bunkers the price is 2/6d per 
ton dearer, i.e. £4/2/6d per ton. 

For contracts—furnace fuel oil 
£3/2/6d, and Diesel fuel oil £3/15/- per 
ton. 

The foregoing information was sup- 
plied by Benjamin and Company of 
London, 


Fighting Price Cutters 


(Continued from page 533) 
in the United States, expresses very 
similar views. “We do not think that 
the third pump,” says Mr. van Eck, “will 
accomplish permanent stabilization of 
the gasoline market. It imposes an ad- 
ditional burden on the oil industry by 
causing the expenditure of more morey 
in facilities of which there are already 
too many, making it so much more dif- 
ficult to show profitable operation. The 
output of gasoline should not be in- 
creased by the manufacture of a third 
grade, great quantities of which can 
easily be produced, by creating further 
outlets and really encouraging the trade 
in cheaper grade products. The best 


policy is to improve quality and not de- 
stroy quality. To stabilize markets there 
should be a fixed relation between crude 
oil prices and wholesale prices of gaso- 
line, and there should be a reasonable 
spread between wholesale prices and re- 
tail prices of gasoline. The introduction 
of third grade gasoline, with its inherent 
structure of unequal price differentials, 
is likely to stand in the way of perman- 
ent stabilization.” 

J. Howard Pew, president of the Sun 
Oil Company, sums up the situation from 
the angle of his company in a few terse 
words: “Our business has been built 
on one high-grade product, and we have 
no intention of changing this policy. In 
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general we view the third grade as an 
agency certain to destroy the good will 
and existing brand of any one adopting it 
extensively.” 

W. T. Holliday, president of the Stand- 
ard Oil Company of Ohio, states that his 
company is not marketing a third grade 
and has no views to express on the sub- 
ject. 

Cities Service Company, whose gaso- 
line marketing facilities have shown con- 
siderable expansion during recent years 
have installed the “fighting pump” only 
in districts where competition is par- 
ticularly severe. According to the com- 
pany’s statement, its sales of motor 
spirit, both retail and wholesale, have 
increased more than 40 percent during 
the first half of 1931 over the similar 
period of 1930. 

Since its introduction, only a few 
months ago, the third pump has spread 
rapidly in sections where price competi- 
tion had become a chronic evil. Those 
who advocate its use maintain that it 
offers the only practical means by which 
legitimate sales organizations can meet 
the habitual price cutter on his own 
ground without incurring ruinous losses 
by selling their high grade brands on a 
cut rate basis. They point out that the 
price cutting dealer must depend on a 
large volume of sales to realize a profit 
and that consequently anything that cuts 
down his gallonage adds to the difficulty 
of his operations. They maintain also 
that there is a psychological factor in 
favor of the third grade gas. When the 
buyer sees that organizations backed by 
an established reputation are willing to 
sell as cheaply as the irresponsible price 
cutter, their argument runs, he will pre- 
fer to buy from the well known com- 
panies and will continue to patronize 
their stations. If he does this there is 
a good chance that after trial of the 
cheaper grade he will return to the use 
of gasoline of guaranteed quality, where- 
as if nothing is done meet the price cut- 
ter’s offers many customers will be 
permanently lost to the companies who 
confine themselves to the higher grades. 
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BETTIS 


PROTECTORS 
As necessary as the bit 
for Rotary Drilling 


Acoid Substitutes and 
infringements 


ob ” 
Boat tet™ gil 
Ask for Catalog 


Patterson-Ballagh Corp. 


Insurance Exchange Bidg. Los Angeles, Colif 
New York Office 39 Cortlandt St. 








THE RUSSIAN OIL PRODUCTS OF 
SOYOUZNEFTEEXPORT 





7 
EXAMPLES OF DISTANCES FROM NOVOROSSISK TO LEADING PORTS 


PE TE cn ceccensssven 1247 miles London 3574 miles 
Bombay 4293 miles 3881 miles 


1768 miles Rotterdam .............3630 miles 











P ERFECT quality of the various petroleum products obtained from the high-grade oils 
of Bacou, Grozny and Maikop, and the low freights from the Black Sea ports—Batum, 
Touapse and Novorossisk—especially to the markets of Europe, East Africa and Asia Minor, 
are the two main reasons for their wide distri bution. 


REPRESENTATIVES OF THE SOYOUZNEFTEEXPORT (MOSCOW ) 


ENGLAND . . “Russian Oil Products, Ltd.” 


GERMANY—“Deutsch-Russische Naphta G.m.b.H.” (Derunapht) 
“Derop” Deutsche Vertriebs-Geselischaft fiir russi- 


sche Oelprodukte, A.G. 
FRANCE .. . “Société des Produits du Naphte Russe.” 


, Societa Anonima Italiana “Petrolea.” 


SWEDEN. . . Aktiebolaget Naftasyndikat. 


also Companies and Representatives in 


U. S. A., CZECHOSLOVAKIA, FINLAND, NORWAY, DENMARK, LATVIA, LITHUANIA, 
ESTHONIA, SOUTH AMERICA (MONTEVIDEO), AUSTRALIA, JAPAN, CHINA, PERSIA, 
MANCHURIA, MONGOLIA, SOUTH AFRICA, ETC. 


WORLD PETROLEUM 








